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A Banker’s Diary 


Mid-August—Mid-September 


APART from a slight and passing tendency to stringency 
at the end of August, money has remained easy and 
at plentiful, with loans available outside the 
Money Clearing banks at } and |} per cent. Dis- 
Market . . : 

count rates have hardened fractionally 

since the middle of August, “ hot ” Treasury bills being 
juoted at 7 per cent. on September 14, compared with 
| per cent. a month before, but by a week later, the rate 
had eased again to } per cent. partly because there is 
always a keen demand for bills maturing towards the end 
of December. The slight stringency at the end of August 
was purely fortuitous. About that time several large 
ipplicants for Treasury bills were taking up bills to be 
paid tor early in the week, and as there were no maturities 
on Mondays, it followed that each Wednesday's Bank 
return revealed an accumulation of funds in Public 
deposits at the Bank. This movement reached its zenith 
on August 30, when Public Deposits stood at the very 
high figure of £42-0 millions, while Banker's Deposits 
had fallen to 479-4 millions. This transfer of funds oft 
the market naturally made money a little scarce, and on 
August 31, when the monthly foreign exchange settle- 
ment and the occurrence of a Stock Exchange settling 
day further depleted the supply of available funds, the 
outside rate firmed up practically to the clearing banks’ 
minimum rate of I per cent. All these factors were 
purely temporary, for by a fortnight later Public Deposits 
had fallen to a normal figure of 412-3 millions, while 
Bankers’ Deposits had risen to 4109-6 millions. The 
position has been further eased by the return of holiday 
notes from circulation and by the rise in the Reserve 
from a “ holiday’ minimum of #66-6 millions to £7g+2 
millions on September 13. There is no prospect of any 

ily change in the position of the money market. 
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THE month under review has witnessed several wide 
changes in the leading foreign exchange rates. The New 
. , York rate after remaining fairly steady at 
Bee about $4-50 until the last week of August, 
“~*~ has since been steadily depreciating, until 
on September 20 sterling was quoted at $4:863. The 
reason for this weakness lies in the general belief that 
before long the American Administration will be forced 
to practise some form of inflation, and this has led to 
heavy transfers of funds from New York to Paris, and 
also to extensive sales of forward dollars by European 
holders of American securities who wished to secure 
themselves against a likely exchange loss. Evidence of 
this last movement is to be found in the weakening of 
the three months’ New York rate from 3 cents discount 
on August 17 to 7 cents discount on September 18. 
Naturally sterling has felt the effect of these sales of 
dollars against francs, especially as much of this business 
passes through the London market. Since the end of 
July, the British control has remained largely passive, 
relying mainly on the realization by speculators that any 
wide fluctuations in rates might provoke immediate inter- 
vention, and so apart from this important psychological 
factor the pound has been left free to find its natural 
level. For a short time sterling remained steady at about 
Frs. 84, but by early September the American demand 
for francs had caused the Paris rate to weaken to 
Frs. 79?, and though a partial recovery to Frs. 83} took 
place the following week, the rate has since once more 
weakened to under Frs. 80. Forward francs, however, 
which stood at a premium at the end of August, have 
since moved to a slight discount, but this possibly 
reflects the covering of further transfers of short funds 
from London to Paris. Continental opinion does not 
expect this weakness of sterling to persist, for the pound is 
generally believed to be under-valued, and apart from this 
a seasonal recovery is expected to begin in December. 
THE depreciation of sterling against the franc has 
naturally been followed by a further rise in the London 
price of gold, and whereas in the middle of 
bie 6 — August the price stood at about 125s. per 
. ounce, by September 20 it had risen to a 
new record of 133s. 9d. The premium over the so-called 
B 
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franc parity price was then estimated at gd. per ounce, 
but Continental opinion points out that this method of 
calculation is misleading. In arriving at the premium it 
is customary to begin with the price at which it pays to 
buy gold in the London market for shipment to Paris 
and re-sale to the Banque de France, and obviously the 
London price must be low enough to leave a margin 
sufficient to cover the cost of shipment. Conversely 
were gold to be bought from the Banque de France for 
re-sale in London, the London price would have to be 
high enough to leave an adequate margin for the cost of 
shipment, and the difference between these two prices, 
and also the margin between the Banque de France's 
buying and selling price are fully commensurate with 
the premium alleged to exist in the London bullion 
market. Hence while the existence of the premium 
points to some competition for gold from those who 
wish to hoard it in London, it does not imply that 
it is practicable to withdraw gold from the Banque 
de France for hoarding purposes. This shows that 
it is possible to attach too much importance to the 
premium. 


AT the same time, there remains some evidence that a 
considerable amount of gold hoarding has lately been 
__,, taking place, both in London and elsewhere. 
ae The main motive behind the present flight 

ares from the dollar to the franc lies in the fact 
that the latter currency is freely convertible into gold, 
and one argument for the rigid adherence of France to 
the gold standard lies in the belief that a French suspen- 
sion of the gold standard would be followed by an 
immediate outbreak of hoarding upon a large scale, which 
would be neither in the French nor the world’s interest. 
Much of the gold recently acquired by foreign private 
hoarders is being lodged in London for safe custody, for 
while the Bank of England has statutory powers to 
purchase gold held by British interests, foreign holdings 
in London are immune. Nor is there any embargo upon 
their exportation. The Economist recently published an 
estimate that the increase in foreign gold hoards in 
London since the beginning of the year was as much as 
{57 millions, valued at 122s. per ounce, and this figure 


--—— 
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is comparable with the shipments from India and South 
Africa during the same period. The Continent believes, 
however, that the desire to hoard gold is now becoming 
less keen, and provided that the gold bloc can remain 
in being, it is hoped that this symptom of the general 
malaise will become less acute. 


NOTWITHSTANDING a Slight expansion in the clearing 
banks’ cash from {204-6 millions in July to {208-1 
millions in August, deposits fell from 
August £1,973°4 to £1,965: 6 millions. Were it 
oe not ies the increase in cash, the obvious 
Averages €Xplanation of the decline in deposits 
would be that of holiday withdrawals of 
funds by the public, but the rise in the banks’ cash hold- 
ings tends to rule that out of account. Clearly there has 
been some contraction in the banks’ resources, accom- 
panied by an increase in their cash ratio from 10-4 to 
10-6 per cent. One possible explanation lies in the 
repayment early in August of half the French Treasury’s 
London credit. The sum so repaid amounted to {15-0 
millions, and part of this went to the clearing banks, and 
so helps to explain the reduction from {767-6 to {758-2 
millions in their advances. It is not, of course, a direct 
explanation of the decline in their deposits, but it is known 
that the sum so repaid was mobilized out of French 
resources in London, and its mobilization probably 
reduced the size of the clearing bank deposits. If this 
be a true explanation of the decline in advances, which 
only amounted to {9-4 millions, it would appear that, 
apart from this special cause, advances would have 
shown but little change, and, indeed, the general run of 
advances may have increased in sympathy with the 
admitted improvement in business. Nor need any 
surprise be felt at the failure of the banks to make good 
their lost deposits in other ways. They are undoubtedly 
meeting all legitimate demands for loans, while they 
have also increased their investments between July 
and August from {554-0 to {563-4 millions. Bills 
are practically unchanged at {359-0 against {362-2 
millions. As matters stand, there is no inducement to 
the banks to expand their deposits by adding to their 
unremunerative assets, the more so as a cash ratio of 


B 2 
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10-6 per cent. cannot be called so high as to suggest that 
the banks are starving the country of legitimate credit 
supplies. 


TuHE August trade returns appear exceedingly encouraging 
for what is admittedly a holiday month. Imports were 
’ {56-8 millions, against £53:7 millions in 
7 ee July and £53-3 millions in f Pinca 1932; 
PS inacell exports of British goods, £31-o millions, 
against {29-8 millions in July and {28-6 
millions in August 1932; and re-exports, {4-3 millions, 
which were the same as for July but f0-8 millions more 
than in August 1932. Raw material imports amounted to 
f16-4 millions, against £14-9 millions in July and f{11- 
millions in August last year, but the rise in primary 
prices makes it necessary to discount part of this improve- 
ment. The improvement in our export trade is fairly 
general, and extends to a number of our important 
industries. It must be remembered, however, that there 
is always a time-lag, which in certain cases may amount 
to as much as three months, between a change in the 
trend of business and a corresponding change in the trend 
of our overseas trade, and so the August trade returns 
may only reflect the summer improvement in general 
business. The real test will be provided by the trade 
returns of the autumn months. 


THE bill embodying the new Indian Reserve Bank 
scheme, which was discussed in the September issue of 
; the BANKER, has been duly introduced into 

 ensr ¢l the Legislative Assembly and has been 

: referred to a Joint Select Committee of the 
Council of State and the Assembly. A bill has been also 
introduced to regularize the position of the Imperial 
Bank of India, which will be affected by the passage of 
the Reserve Bank Bill. In Canada, the Banking Com- 
mission has concluded its tour round the Dominion in 
collection of evidence, but its report has yet to appear. 
Meanwhile the project for establishing a Reserve Bank in 
New Zealand has been revived, and with it all the old 
controversies and arguments that a Reserve Bank is an 
unnecessary expense and claims that the existing system 
can meet the Dominion’s banking and currency needs. 
Exact details of the new scheme are not yet available, but 
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it has the unusual feature that it is being introduced at 
a time when the Dominion’s currency remains un- 
stabilized, not only against gold but against sterling. 
Thus for a time at least the new Bank will have to be 
relieved of the obligation to buy and sell London exchange 
at fixed rates. Some may think that this indicates that 
apart from its intrinsic merits the proposal may be 
premature. 


Some Autumn Problems 
‘Teen adjournment of the World Economic Confer- 


ence has been followed by a _breathing-space, 
during which most of the protagonists have been 
able to enjoy the first real holiday they have had for 
several years. Nor has much happened on the surface 
in the financial world, at least outside the United States. 
A strengthening of the gold currencies, a slight weakening 
of the pound, the maintenance of general monetary ease 
that is about all. In mid-September, any requests for 
information both in London and on the Continent met 
with the bland reply, “‘ I have been away. Has anything 
happened ? ”’ 

The holiday season is now over, and there are several 
problems which the City of London will shortly have to 
face. A month ago we expressed the view that it was 
the duty of the British authorities to strike out a monetary 
line of their own, mid-way between the gold currencies 
and the dollar, designed mainly to bring about that rise 
in sterling wholesale prices which was the declared 
objective of the British Government. That broad view 
has come to require some elaboration, mainly because 
of certain qualifications emanating both from the United 
States and the Continent. In America it is now clear 
that the efforts to reduce unemployment by 6,000,000 
by the autumn have proved abortive. Instead, the 
Administration have plunged themselves into a welter 
of industrial codes, which impose upon them the im- 
possible task of correlating wages and prices. In the 
words of a Continental observer, the American Govern- 
ment have deliberately brought into being a labour 
situation from which England would give worlds to 
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escape. Meanwhile, the trade revival lags behind, 
primary prices have fallen below their July “peak, and 
steel production has reacted from 57 to 40 per cent. of 
capacity. 

All this adds many times to the difficulties of President 
Roosevelt and his advisers. A month ago it appeared 
that he was becoming disposed to adopt a more inter- 
national view—that is, to look outwards instead of 
inwards. No undue importance need be attached to 
his purely friendly meeting with the Governor of the 
Bank of England, but the disappearance of Professor 
Moley and an increasing disposition of the Administration 
to re-establish its normal contact with the Federal 
Reserve system had much more significance. |More 
recent events, however, appear to be fore ing the President 
once more to look inwards, and are also bringing nearer 
the days of undisguised inflation. At the end of August, 
the Reserve System increased their weekly purchases of 
Government Securities from $10 to $30 millions, while 
during September pressure has been brought to bear 
upon the banks to play their part in National Recovery 
by increasing their loans to industry, and the Recon- 
struction Finance Corporation are offering the banks 
fresh capital to enable them to do so. As the banks 
are at the same time under the need of re-establishing 
their liquidity, so as to qualify for the deposit insurance 
scheme, these appeals are not meeting with the response 
which their sponsors think they deserve. 

Meanwhile the Farm Relief Act, with the famous 
Thomas amendment empowering the Administration to 
devalue the dollar by 50 per cent., remains on the Statute 

300k, and the date of the re- -assembly of Congress is 
steadily drawing nearer. Already there is evidence that 
Congress will do its best to force the Administration to 
inflate, and more important still it is politically impossible 
for the Administration to confess failure until it has 
tried every possible “‘ remedy,” including that of in- 
flation. Continental opinion, at least, is beginning to 
envisage the day when the gold content of the dollar will 
be reduced by half, so that the French franc rises from 
its present parity of 3-918 cents to 7-836 cents. Conti- 
nental opinion in fact is beginning to go a stage further. 
Turning to London, it is pointed out that as an abstract 
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arithmetical proposition, if one franc equals 7-836 cents, 
and if Frs. 80 are still to equal {1, then London must 
accept a New York exchange rate of $6-269 to the 
pound. Conversely, if the pound i is to follow the dollar, 
so that $4-6 still equal f {1, then the Paris exchange will 
fall as low as Frs. 58-70. 

Thus French arithmetic and logic brings London face 
to face with one of its autumn problems with a vengeance, 
for it is useless to say that such a devaluation of the 
dollar will never come about. To-day, many people in 
London would be disposed to choose the second alterna- 
tive, namely, to keep the New York rate at about its 
present level, and to let the franc and the other European 
gold currencies appreciate as far as they wanted. They 
would point out, with some justice, that both the United 
States and we ourselves had a common aim, namely, 
the raising of wholesale prices, and that if the United 
States was leading us in that direction, we could not do 
better than follow. Again the importance of the link 
between London and New York far outweighs the 
importance of the link between London and Paris and 
the other gold centres, while finally, if we would agree 
to co-operate with the United States in the field of 
monetary policy, there was some chance that we could 
achieve a satisfactory settlement of the debt question. 

All these are weighty arguments, which indeed we 
find it difficult to resist. Before accepting them, however, 
we would be wise to examine the position on the Continent, 
in order to see how it impinges upon our own policy. 
Now the outstanding event there was the constitution 
of the gold bloc by the Paris agreement of July 8, signed 
by France, Italy, Belgium, Holland, Switzerland and 
Poland. Unlike similar declarations in the past, this 
declaration by the signatories that they would assist 

each other in maintaining the gold standard was at once 
accepted and believed in by the European exchange 
markets, with the result that such currencies as the belga, 
the guilder and the Swiss franc at once rose to a premium 
in Paris. The guilder, in particular, which as recently 
as June had been brought by speculation and a flight 
of capital almost to the point of departing from gold, 
rose in Paris in a few days from the export to the import 


gold point. 
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Let us say at once that perhaps too much importance 
has been attached to the gold bloc agreement. It is not 
a formal treaty, and all its signatories do not regard it 
in the same way. It is loose in texture, and indeed is 
little more than a general declaration of faith. Yet there 
can be little doubt of the determination of its signatories 
to remain on gold—as long as they can. Four of them 
have already experienced one severe dose of inflation, 
with all its painful readjustments and redistributions of 
income. They have even gone a long way towards 
carrying out the later readjustments necessitated by the 
heavy fall in gold prices during the past four years. 
This means that it would be politic uly suicidal, and 
socially very dangerous for these Governments ever to 
hint at an abandonment of gold. Such a change in 
policy might quickly end in strikes, riots, and even 
wide “spread social disorder. 

Nor do they believe that there is any need for them 
to abandon gold. Adherence to gold at a time when the 
pound and the dollar have gone off gold is the final stage 
in the restoration of public confidence in the franc, the 
lira, the belga and the zloty. It shows these to be the 
only “ honest ”’ currencies in the world, and so undoes the 
bad impression created by their post-war collapse. As 
said, the internal economy of these countries has been 
largely adjusted to the current purchasing power of gold, 
and the recent slight improvement in trade comes as a 
corroboration of this. Finally, their gold reserves are 
ample, and their external short-term obligations are 
very limited. It is true that Holland has her special 
problem, in the plight of the Dutch East Indies, and 
it is even possible that an exchange differential may 
develop between Holland and the East. Switzerland, 
too, must deplore the loss of her tourist traffic, especially 
with the countries now on sterling. Even so, these 
countries appreciate equally with the remainder of the 
gold bloc the evils of inflation, and are determined not 
to court them. In any case, whereas England was 
forced off gold by external pressure and the United 
States by internal pressure, no such pressure exists in 
the case of the gold bloc. Their abandonment of gold 
would be a deliberate action, and thus they have neither 
the desire nor the knowledge nor the “ face ”’ to take it. 








SOME AUTUMN PROBLEMS 11 





They go further than this in their advocacy of their 
policy, for they urge that their adherence to gold is a 
definite contribution to world reconstruction—simply 
because it keeps in being a stable currency area. They 
also urge that it is of definite assistance to Great Britain, 
because even when the pound was quoted at Frs. 85, 
they believed sterling to be under-valued against the 
franc, so that British. producers enjoyed the advantage. 
Indeed, if Irs. 124-21 was a fair rate of exchange in 
September, 1931, on the basis of current wholesale price 
index numbers, the purchasing power parity is to-day 
as high as Frs. 102. Even if Frs. 124-21 represented an 
over-valuation of the pound two years ago, the margin 
between Frs. 102 and a quoted exchange rate of Frs. 85 
or Frs. 80 is big enough to lend support to the view that 
the pound is now over-valued. We could not really 
grumble at a recovery of sterling to Frs. go. 

This means that the gold bloc will in any case be 
hard put to it to remain on gold, and at the same time 
keep its end up against competition from producers 
inside the sterling—and also the dollar—areas, and it 
is admitted on the Continent that one price which m: Ly 
have to be paid for the maintenance of the gold standard 
may be higher tariffs and more drastic import quotas. 
Moreover, “the Continent is coming to realize that 
Germany, like Austria, is beginning to “ creep” off the 
gold standard, the means adopted being to release for 
purposes of financing exports, firstly registered marks, 
and secondly the new scrip marks issued to foreign 
creditors under the transfer moratorium of July 1. 
As both classes of marks are quoted far below parity, 
this means that Germany is tending to conduct her 
export trade on the sterling standard rather than on 
the gold standard, even though fears of the consequences 
of a formal abandonment of gold drive her to keep the 
gold standard officially in force. In reply to charges of 
‘exchange dumping ’’ Germany makes the logical reply 
that she is only carrying into practice the economic truth 
that unless she can export her goods she cannot pay her 
external debts, but this does not over-come the fact that 
if this practice develops, the industrial difficulties of the 
‘gold bloc ”’ (and also of England) will be increased. 

This brings us to the next problem to be faced in 
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England to-day. If the pound is allowed or encouraged 
to depreciate further against the gold currencies fresh 
competition from the sterling area will be super- imposed 
upon fresh German competition, and the result may well 
be the early break up of the gold bloc and the universal 
suspension of the gold standard. If this comes about, 
the gold currencies will at once depreciate, sterling may 
cease to be under-valued, and an area of monetary 
stability will give place to one of chaos. Confidence will 
vanish, gold hoarding will be renewed on an intensified 
scale, and the date of the resumption of international 
commerce and long-term lending and the absorption of 
the huge and menacing mass of idle short money will be 
indefinitely postponed. 

This is the choice before the monetary authorities of 
— at Britain. Are they to follow the dollar, at the risk 

f plunging Europe into monetary chaos; or are they to 
ra ae the dollar for the franc, at the cost of deferring 
a rise in sterling prices and possibly of sacrificing an 
acceptable war debt agreement? The choice is not an 
easy one, and it is still premature to indicate which way 
it should lie, as the facts upon which it rests are changing 
from day to day, especially in the United States. Still 
if a general opinion had to be expressed, the Continental 
horse is certainly the steadier, and the American horse is 
the more likely to kick over the traces. If financial 
considerations were paramount, there is much to be said 
for a course of action calculated to re-establish world 
confidence in the stability of the pound. Of course, if 
President Roosevelt thinks fit to “ look outwards,” and 
to be guided by the views of the Federal Reserve System, 
the solution of our British problem will become easier. 
Still the fact remains that whereas the gold bloc are 
disposed to adjust economic to monetary conditions, the 
United States and to a lesser degree we ourselves are 
disposed to make money our servant and not our master. 
That is the real gap in current economic opinion which 
has to be bridged before a general drive in the direction 
of recovery becomes practicable, and it is a gap which 
requires concessions from both the Continental and the 
English-speaking nations. 

Meanwhile there is a third problem, which confronts 
the City of London to-day, and that is the problem of 
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the indebtedness of the European nations east of the 
Rhine. The German position has already been briefly 
outlined. It is not so much a blank refusal to pay, as a 
declaration that she can only pay in proportion as she 
is able to establish an export surplus and a favourable 
trade balance. Even this qualified declaration is un- 
palatable to her creditors, especially as Germany insists 
that the final decision must rest with her. Yet it is an 
open question whether her present policy of partial 
payment and exchange dumping under the cover of 
registered marks is not, from our own selfish stand-point, 
preferable to a forcing of the issue which might end in 
a second collapse of the mark, with its consequences of 
wholesale dumping and debt repudiation together with 
wide-spread disorder all over Germany and even beyond 
her boundaries. Continental opinion at least is under 
no illusions. 

There is also the question of the external indebtedness 
of Hungary and the Balkan States. Here we are faced 
with the simple fact that these countries are practically 
bankrupt. Even in a good export year at a much higher 
level of prices than rules to-day, Hung: ry 1S unable to 
transfer her full external debt service, and the Balkan 
countries are in much the same plight. In these circum- 
stances, it would appear to be the duty of a wise creditor 
to scale down drastically these doubtful debts, but unfortu- 
nately it is not an easy matter to apply to international 
debts this simple rule of ordinary commerce. To begin 
with, there is a danger that the countries so relieved of 
their indebtedness might think that they had been granted 
a new lease of life, and it would have to be made clear 
to them beyond doubt that in no circumstances would 
fresh foreign loans or credits be forthcoming. This might 
hamper future legitimate work of reconstruction. 
Secondly, if these debts were heavily scaled down, 
the position of certain houses in New York and other 
financial centres might be affected, and it might be 
necessary to give the m assistance. This would hardly 
promote confidence, and might require some inflation of 
credit in order to prov ide the assistance. Even so, a 
direct and overt creation of credit in the centres concerned 
might be preferable to a perpetuation of the present 
system of ranking as more or less sound assets, debts 
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whose discharge has for long ceased to be practical 
politics. 

Whatever decision is taken, one change in financial 
procedure is a paramount necessity. There must be no 
resumption of the indiscriminate lending to these countries 
such as took place up to four years ago. Some machinery 
of co-ordination and interchange of information must be 
devised, so that every potential lender can find out how 
much has already been lent before he takes his final 
decision whether or not to grant a loan. Hitherto this 
information has been lacking, with the result that far 
too much money was lent, for which the lenders, whether 
banks, financial or issuing houses, or private investors, 
only have themselves to blame. The Bank for Inter- 
national Settlements now recognizes that one of its 
legitimate duties is to gather and digest information 
relative to the volume and movements of international 
short-term credits. This task should be extended to 
include all forms of international borrowing, and the 
information so gathered should be transmitted to all 
central banks, and with due precautions be made avail- 
able to every potential lender, whether in the short-term 
or long-term market. If le nders insist upon forcing upon 
small impoverished countries money which they neither 
need nor can repay, at least they must be made to do so 
with their eyes open, and it would be far better if some 
voluntary machinery could be devised which would 
prevent such loans from being made at all. It is true 
that for a long time the investor will rightly fight shy of 
Europe east of the Rhine, but the long view must be 
taken, and allowance be made for the enterprise of 
ignorant or unscrupulous financial houses and promoters 
of loans. 

These are the problems that exist to-day. This 
examination is based not only upon a general survey 
in London, but also upon a recent visit to certain Conti- 
nental centres. Admittedly these problems are difficult, 
and they show that, notwithstanding the recent revival 
in trade, the world is a long way from being at the end 
of its troubles. Still, eranted a reasonable degree of 
concession upon all sides, coupled with a determination 
to face the facts, they should not be insoluble. 


> 








Recent Banking Developments 


in Holland 
By Tj. Greidanus 


N the course of this year the monetary system in 
I Holland has experienced a rather emotional time. 

When England suspended the gold standard, many 
people expected that the Netherlands would follow 
the example, and that a depreciation of the guilder would 
soon be a fact. In the course of the year 1932, this view 
was also expressed at various intervals, but the heaviest 
attacks against the guilder came from speculators during 
the first half of 1933. Asa result, the stock of coin and 
bullion with the Netherlands Bank fell to Fl. gto millions 
on April 4, 1932, it rose again to Fl. 1,059 millions on 
January 28, 1933, but by the end of March 1933 had 
declined again to 989 millions. 

When the United States abandoned the gold standard 
it looked as if the monetary and economic relations had 
undergone such a change generally, that Holland— 
voluntarily or involuntarily—would have to go the same 
way. Foreign balances in guilders were withdrawn in big 
amounts and Dutch bonds were sold on the Amsterdam 
Stock Exchange on a large scale. Within three months’ 
time, coin and bullion with the Netherlands Bank 
decreased to Fl. 750 millions, and the extra metallic 
reserve above the legal minimum cover of 40 per cent. 
thereby decreased to F1. 370 millions, against Fl. 550 mil- 
lions on January 25, 1933. The greatest part of the 
foreign balances were withdrawn during the months of 
April, May and June, and even the Dutch public showed 
a certain amount of nervousness in respect to the stability 
of the guilder. 

On the consideration that other gold currencies 
perhaps had no greater security than the guilder, and 
that in the United States the circumstances were so 
incalculable, the Dutch investor decided to buy sterling, 
and also big amounts of gold. The gold was purchased 
mainly in the form of coins, especially sovereigns and 
eagles, but sometimes in the form of ingots. For more 
than half a century it has been the policy of the Nether- 
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lands Bank to refuse to deliver gold for hoarding purposes. 
The applicant must show that the gold can be exported 
with a profit margin to the issuing bank of a foreign 
country. By this proceeding the stability of the currency 
is warranted. There remains always, however, the 
possibility that gold may be dealt in in the open market 
at a premium on the selling price of the Netherlands 
Bank, which is Fl. 1,653-44 per kilogram fine. In the 
London gold market the Dutch public appeared as a 
buyer, and this so much accentuated the demand for 
sterling that the foreign exchange market had to cover 
the pounds in Paris. As a consequence, the French franc 
rose above the gold export point, so that gold flowed 
from the Netherlands Bank to the Banque de France— 
in reality to pay for the gold, which the Dutch public 
had bought in the London gold market for hoarding 
purposes. 

It is remarkable to see how the inconsiderate manner 
in which the gold standard has been abandoned in 
America, created a state of uncertainty in Holland. For, 
in our country, we have not been lacking the most 
pertinent and clear declarations on the part of our 
government as well as of the management of the Nether- 
lands Bank, that Holland would maintain the gold 
standard at all costs. Fortunately by employing tradi- 
tional methods, the Netherlands Bank was able to check 
the attack on the guilder. In the beginning it looked as 
if the continued shipments of gold were not having any 
effect upon the money market, and this led the public 
to the belief that shipments of gold would go on 
until the stock of the Netherlands Bank had _ been 
exhausted. The small influence on the money market 
which, primarily, seemed to result from the gold transfers, 
was, however, solely due to the abundance of liquid 
means which previously had been held by the banks in 
the shape of credit balances with the Netherlands Bank, 
and which on ge 25, 1932, amounted to more 
than Fl. 300 millions. By June 1933, however, they had 
decreased to less than 60 million guilder, so that rather 
suddenly, then, money became scarce. At the com- 
mencement of the year the private discount rate for three 
months’ bills had fallen to # per cent. and call money was 
offered at } per cent., but in May the rate rose to the level 
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of the Bank rate, which then was 24 per cent. The Bank 
rate was at once increased by one full per cent., and in 
June, another increase, up to 44 per cent. was announced. 

These increases of the official Bank rate had the 
effect of deterring the banking institutions from making 
use of the credit facilities with the Netherlands Bank, so 
that the Bank’s aim was successfully reached. Our 
bank of issue has carefully looked to it that the bank- 
notes which flowed back on account of the gold deliveries 
were not brought into circulation again, which would have 
meant that they could once more have been exchanged 
for gold. By this means the Netherlands Bank was able 
to ensure that, after a few hundred million guilders of 
gold had been sold, the most liquid means had been 
consumed, so that the applications for gold automatically 
came toastand. Thereafter, on account of short positions 
needing cover, conditions changed in such a degree that 
the metal stock of the Bank was increased again by 
about FI. go millions, and the discount rate could be 
lowered again eventuz lly to 2} per cent. 

Part pe this gold has ‘returned to Holland from France, 
and another part has come from the vaults of the deposit 
banks, which had invested their liquid means partly in 
gold when money could not be placed in the market, and 
they, therefore, could lodge the gold in their vaults 
instead of keeping a balance with the Netherlands Bank, 
without incurring extra loss of interest. To a certain 
extent the Bank, then, has exercised pressure upon these 
institutions by refusing to grant them facilities as long 
as they held their own “gold stocks. 

In the months of May and June the banks were able 
to make a much higher return by purchasing sterling 
spot and selling forward pounds. The premium for three 
months delivery rose here to 20 cents, so that guilders 
invested in such a transaction earned an interest of 
about ro per cent. Of course, only time deposits could 
be made profit-bearing in this way, for short-term 
deposits cannot be locked up in this manner. In London, 
the difference between spot and forward guilders was even 
higher at times, as the banks had come to an agreement 
that they should not enter into such transactions with 
foreign countries. Still, the premium on forward for- 
eign exchange has turned out to good advantage, for 
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speculators against the guilder have been obliged to pay 
a high price, and, as said before, the credit restriction 
exercised by the Netherlands Bank has automatically 
led to this result. 

It was of highest importance for the stability of the 
guilder that the banks enjoyed an excellent condition. 
A big amount of gold could leave the country, and credit 
restriction could be applied by an increase of the rate 
of discount and other means, without incurring any 
danger to the banking system. If the position of the 
deposit banks had not been so highly liquid, the credit 
restriction would presumably have had severe conse- 
quences, and it would certainly have been more difficult 
to prevent a depreciation of the guilder. 

It is a pity that, of the four leading institutions, 
working exclusiv ely in this country, and not in the 
colonies, viz.: Amsterdamsche Bank, Rotterdamsche 
Bankvereeniging, Twentsche Bank, and Incassobank, 
only the last two publish monthly returns, and that, for 
the rest, one must judge from the figures of the balance 
sheets of December 31, 1932. On that date, however, the 
immediate or short-term obligations of these banks were 
covered as to more than 60 per cent. by cash and bills. 
The total of deposits and creditors underwent little change 
during 1932, this being contrary to 1931, when the 
figures of these four banks showed a marked decrease. 
As a matter of fact, there was a transfer from the deposits 
to creditors during 1932, as on account of the low interest 
paid on time deposits preference was given to keeping a 
call money balance with the banks. For this reason 
deposits with these four banking institutions (which 
have been chosen for this purpose as being the biggest, 
working only in Holland, and not in the colonies) de- 
creased from Fl. 235 millions on December 31, 1931, to 
197 millions on December 31, 1932, whilst creditors rose 
from F1. 367 millions to 407 millions. During the current 
year deposits with the Twentsche Bank and Incassobank 
have again decreased by about 10 per cent., which pro- 
bably is to some extent due to purchases of gold and 
foreign exchange by the public. 

The banking institutions have been in a position to 
enhance their liquidity by a restriction of their credit 
facilities, with an almost unchanged total of deposits and 
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creditors. They have not been obliged to curtail their 
credits artificially, because the reduction was a conse- 
quence of the depression in industry and trade. This 
depression is very sharply shown by the clearing figures 
of the Netherlands Bank, which fell from Fl. 29,908 
millions in 1931 to Fl. 16,693 millions in 1932. The 
debtors’ total with those four institutions decreased 
from 368 to 329 millions, and acceptances from 65 to 
39 millions. Although the acceptances, which came into 
the market, represented a much bigger amount on 
account of the fact that those banks, which work simul- 
taneously in Holland and in the Dutch East Indies, also 
grant acceptance credits, this development clearly shows 
how scarce bankers’ acceptances have turned to be, so 
that the banks often have to buy treasury bills and notes 
to meet their needs of liquid investments. From the 
figures published by the Twentsche Bank and Incassobank 
it might be concluded that, in 1933, debtors have remained 
nearly unchanged. 

As a remarkable fact it may be stated that, at the 
end of December 1932, the banks held cash to the amount 
of more than FI. 135 millions, as against Fl. 61 millions 
at the end of 1931. As said above, this explains to a 
great extent the heavy credit balances held with the 
bank of issue. 

All these particulars clearly demonstrate the great 
difference between the banking system in Holland and 
that of other countries. If, for instance, one compares 
the figures of deposits and creditors of the bank institu- 
tions mentioned above with the amount of banknotes in 
circulation, and of the gold stock of the Netherlands 
Bank—which, on September 11, 1933, amounted to FI. g12 
millions and 827 millions respectively—it is clear that 
the significance and influence of our central institution 
on the monetary conditions in our country, in comparison 
with those of the deposit banks, are relatively much 
greater than in other countries. We may therefore safely 
conclude that the position of the banking system in 
Holland is so strong that, in this respect, there is not the 
least ground for any fear of a depreciation of the guilder. 

The only unfavourable point in the picture is the 
position of the government finances and those of the 
municipalities. The short-term debts of the Treasury 
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amounted to about FI. 730 millions on September 15, 1933, 
of which 3 35 millions were in the form of treasury notes 
with a running time of one year (a small amount of same 
running longer), and 188 millions in the shape of three- 
months treasury bills. About 210 millions represent 
treasury obligations to various State institutions. For- 
tunately, the elections of April last returned to power a 
strong government, which is pushing through the neces- 
sary economies and is setting the country’s finances in 
order. It may therefore be expected that, within a 
short time, a government loan will be issued to consolidate 
the excessive floating debt. If this transaction can be 
settled in a satisfactory way and for a sufficient amount, 
and if the balancing of the budget can be achieved, not 
by new taxes, which would only delay the difficulties, 
but by measures of real retrenchment, then it is 
almost certain that the gold value of the guilder will be 
maintained. 





Recent Trends in Italian Banking 
By J. F. Eggleston 


NHE recent trend of Italian banking practice during 
the last few years may be grouped easily under 
three headings: firstly, mechanization; secondly, 

banking concentration ; and thirdly, the development of 

State tutelage peculiar to the Fascist regime. 

With regard to mechanization, a short survey of the 
organization of a large Italian bank will give an idea of 
the completeness of the transference of the work which 
was previously done by hand, to machines. Let us take 
the progress of a cheque from its presentation at the 
counter to its resting place as a cashier’s, not a ledger, 
voucher. The holder of the cheque presents it to the 
counter clerk, who initials it for the validity of the 
signature, and passes it on to the ledger clerk, who does 
the same for sufficiency of funds. A triplicate fanfold 
form is typed out, and the cheque is sent by pneumatic 
tube to the cashiers, with a numbered slip attached, the 
counterpart of which is handed to the customer, who 
presents it to the cashier and receives the money. The 
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cheque becomes a cashier’s voucher, while the ledger 
voucher is constituted by one of the leaves of the fan- 
fold. The second leaf is an advice to the customer that 
his account has been debited, so that if the cheque was 
presented by a third party there would be immediate 
verification. 

The current accounts are recorded on two sets of 
machines, one of which types the ledger sheet and state- 
ment of the account. The other set keeps a control and 
a journal sheet, the latter being allowed as a loose sheet 
as a relaxation of the legislation which requires that the 
journal should be a bound book. The journal sheets are, 
of course, subsequently filed in covers. An addresso- 
graph is used for heading the ledger sheets, and for 
addressing the envelopes in which the advices of cheques 
drawn are sent to the customers. 

For the paying-in of credits on deposit accounts a 
fanfold with four sheets is prepared, the credit slip, the 
ledger posting slip, a copy for files, and an order to the 
cashier to receive the money. The deposit accounts 
themselves have no special features beyond the frequency 
of the fixed-term arrangements which accompany a 
higher rate of interest than would otherwise be allowed. 

The discounting of bills for non-customers, which at 
one time was indulged in by many Italian banks, is 
gradually falling into disfavour, especially with the large 
credit banks which restrict these facilities to their own 
clients. The advance of money on dock warrants and 
warehouse receipts is also undertaken on a larger scale 
than in England. Thesale of many types of merchandise 
on behalf of and for account of exporters is also accepted 
more readily than in England, the handling of the goods 
being done by brokers and warehouse-keepers known to 
the bank, unless otherwise directed. The sale of mer- 
chandise is controlled by a special self-contained book- 
keeping system, which, by taking each transaction from 
its two standpoints, becomes self-balancing and does not 
affect the balance-sheet. A typical entry on receiving 
bills of lading covering a shipment of, say, copper wire, 
would be: Credit sender of bills of lading; debit bills of 
lading in strong box. 

Most overdrafts are covered collaterally by promissory 
notes, or bills of exchange with a maximum term of 
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four months, the limit accepted by the Banca d'Italia 
for rediscount purposes. The extent of the discounts of 
the Banca d’Italia for May this year was 2,182 million 
lire. The bills of exchange or promissory notes are 
usually renewable, or are issued with certain details 
lacking which may be inserted if necessary. Most over- 
drafts are granted “ valid until revocation,” and only in 
the case of very sound customers are they allowed for a 
fixed term. The floating of new companies is assisted 
by the granting of overdrafts in anticipation of the issue 
of share capital, and the absence of a large public interest 
in share issues often renders it necessary for the banks 
to retain large amounts of industrial paper pending a 
favourable opportunity of placing them on the market. 
It is to be noted that a representative of the bank itself 
may attend the Borsa daily. 

Another feature of Italian banking to which the fan- 
fold system is successfully applied is that of the ‘ Giro- 
Conto,” a payment made on behalf of a customer to a 
private individual in the city, a payment to another 
branch, an affiliation, a place abroad. small villages, where 
the Post Office may be used, or a payment made for 
telephone accounts, taxes, etc. The customer will 
frequently hand to the bank a list of payments to be 
made, and thus save the trouble and expense of having 
cheques written out and posted. The Clearing House in 
Italy may be used for these payments, as both credits and 
debits may be passed through its intermediary. Previous 
to the mechanization, all orders to pay, and almost all 
other matter involving entries, and advices outwards 
representing entries, were passed through books known as 
the (prima nota) first record books, the advices outwards 
being compared with the inward entry. Now the making 
ofa ‘fanfole 1 representing the debit and credit entries and 
advices, the dispersal of these to various offices, and the 
system of dovetailing the totals arrived at into the 
integral bookkeeping of the bank, render an even more 
exact control possible without laborious entering and 
tracing entries. 

The documentary credits section uses a seven-leaved 
‘“multiform,’’ which is used for remitting documents, 
advising commission, debits at maturity of an accepted 
bill, duplicate documents, diary, bill entries and file 
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copy. Inland bills pass all their entries relating to bills 
to be paid in the city to the “ Bills of Exchange Cashier ”’ 
who has to have a special staff to cope with the number of 
bills paid in cash at the middle and the beginning of the 
month. It is to be noted that the obligation to present 
a bill at the domicile of the drawee does not exist in 
Italy, an invitation to come to the bank to take up the 
bill satisfying the law. 

The Securities Department have a very ingenious 
system of self-balancing ledger sheets ; each movement of 
security being recorded under its twofold nature, resulting 
in a double series of accounts, one being headed with the 
name of the security and the other with the person or 
entity which deposits it, and the nature of the deposit, 
such as “safe custody,” “security for overdraft,” 
“new coupon sheets,” “‘ marking,” etc. Thus, a cus- 
tomer leaving ‘‘ Rentes ”’ for safe custody would originate 
the following entries : Credit customer . . . Debit Rentes 
(safe custody). He overdraws and asks the bank to take 
these as security. The entries are then: Credit Rentes 
(safe custody) and Debit Kentes (held as security). 
These Rentes have to go to the Banca d'Italia for some 
purpose, and a subsidiary series of cards recording 
temporary deposit of security with third parties is called 
into use, the main entries not being affected. The 
amounts used are, of course, nominal lira entries. Before 
terminating this short sketch of the mechanization, I 
should like to mention a system which renders undis- 
covered mistakes in amounts almost impossible. Each 
voucher-passing department prepares lists of its entries 
analysed into ledger sections. The figures arrived at are 
handed to a control office, which also receives the daily 
figures of the ledger sections. Comparison is made, and 
any discrepancy immediately investigated and traced. 

One of the notable results of the reorganization of the 
internal work of the bank is the disappearance of the 
correspondence department. The Inward and Outward 
Mail Departments attend to the opening and despatching 
of letters, and their collection and distribution. The 
staff of these offices are drafted to other parts of the bank 
during the middle of the day. The fanfold forms supply 
the advices for all ordinary transactions, the departments 
write their own letters, and more involved correspondence 











24 THE BANKER 





is taken by a special ‘‘ Queries”’ section, whilst the 
secretariat write the letters which are more of a private 
nature regarding the management and the conduct of the 
clients’ accounts. 

One of the large Italian banks has established branch 
banks on board of two of the big Italian motor liners, and 
a new system is being tested “of performing the book- 
keeping of the smaller branches at the central office for 
the district. The foregoing shows, therefore, that Italy 
is well to the fore in matters of modern bank organization. 


* * * * 


3y the second heading, “‘ Concentration,” I refer to 
that characteristic of English banking as contrasted with 
the Continental system of participations. The long-term 
finance which was the principal feature of this manner of 
assisting industry is handled by special corporations 
created under the egis and with the assistance of the 
State, which, owing to the immobilization of the partici- 
pations, saw the necessity of coming to the help of the 
banks and of reorganizing their assistance to the country’s 
production on a new basis. There is also a tendency for 
the small local banks to become industrial banks, when the 
extent of their deposits permits this course. Encourage- 
ment was given by the State to the smaller banks to 
amalgamate, or to sink their identity by allowing them- 
selves to be taken over by larger banks. Then the 
banking companies originally formed for charitable 
objects, and some of the institutions with a history 
stretching back into the Middle Ages, have been modern- 
ized into “ordinary credit banking establishments. 

In order to handle the long-term loans which were 
immobilizing the resources of the large banks, and to 
leave their resources available for short-term financing 
more within the ethics of sound banking, the Istituto 
Mobiliare Italiano was formed in 1932, when it first 
granted accommodation to industries which were found 
to be worthy of support. Two issues of roo million lire 
5 per cent. bonds were made to provide the necessary 
capital, and a third issue of 250 millions was launched 
subsequently. Loans up to a term of twenty years are 
granted to industrial undertakings. 

The Istituto per la Ricostruzione Industriale has two 
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sections, one of which is provided with a State subsidy, 
whilst the second has a capital obtained by the issue of 
fifteen- to twenty-year bonds as and when required. 
This semi-State entity supplements the activities of the 
Istituto Mobiliare with regard to loans for a duration 
of more than twenty years, thus taking over the more 
“frozen ’’ industrial values, and constituting a subsidized 
holding company, which, as opportunity permits, will 
unburden itself of its vast holdings by selling them to the 
public when general interest in industrials resuscitates. 
It is not intended to be a permanent orientation of Italian 
policy, for the banks are still looked on to a certain 
extent as the ideal holders of industrial paper. 

A speciality in financing public works is the function 
of the Istituto di Credito per le Imprese di Pubblica 
Utilita, whilst the Consorzio di Credito makes loans to 
provinces, municipalities, etc., for works of public 
importance. Another entity which specializes in colonial 
finance has been formed, and the Istituto per il Credito 
Navale assists maritime development. 

The third heading, the tutelage of the State, may be 
said to be peculiar to Italy. The development of the 
Fascist State has given the banks the prestige of semi- 
State institutions, and has yet allowed them to retain 
the comparative freedom of ordinary banks. A large 
bank failure is almost unthinkable in Italy. The State 
would not allow it, and one has to have been in Italy to 
realize that the action of the State is not dictated by 
“atmosphere,” trends of opinion, expediency, newspaper 
agitation, groups of M.P.s presenting resolutions backed 
by their importunate constituents. In a few words, the 
Fascist system groups employers and employees into 
mixed corporations, and makes both masters and men 
realize that they are integral parts of the State, with a 
duty to perform to their country, their fellow citizens 
and themselves. Banking reforms and banking policy 
show a homogeneity which is not possible in countries 
where the banks pursue independent lines of action, but, 
as regards this country the unanimity with which our 
banks have followed the unofficial influence and advice 
of the Bank of England during the post-war years con- 
stitutes a similar tendency on a different base. 
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The bank managements and the representatives of 
the staffs of the be inks form the ¢ -orporation of Banking 
and Insurance, and the National Confederation of Fascist 
Syndicates of Employees of Banks and Insurance Offices, 
together with insurance interests. Every opportunity 
is given for private agreements within these corporations, 
and direct State intervention is exc eptional. The attitude 
of the State is that it should only intervene when private 
initiative is lacking or is insufficient. This arrangement 
does away entirely with any possibility of strikes of bank 
employees, which are not unknown in other parts of the 
Continent. 

It may be noted here that it is officially recognized 
that Italy is over-banked, and a reduction in the number 
of branches, by absorption, or closing of redundant 
offices, is in progress. From 1928 to 1931 the banking 
statis in Italy have been reduced by some 28 per cent. 
Of some 131 requests for permission to open new branches 
in one year, only forty-one were granted. 


* * * * 


A few words regarding the lira, and also the general 
situation of Italy, will not, I trust, be out of place in 
bringing this short article to a close. The maintenance 
of the unit of currency on the gold standard is well 
within the powers of the country. The State-regulated 
lowering of salaries and prices to bring them on a par 
with world levels necessary to keep the equilibrium of 
exchange rendered the position singularly firm. It is 
remarkable that the heavy governme ntal acquisitions 
of frozen securities has not become a factor of inflation, 
and this alone is a tribute to those who control the 
exchanges. Thus, the adjustment of salaries and prices 
advocated strongly by our economists, but which ee 
a strong hand for its enforcement, was effected by « 
State-guided national campaign with every saa 
Italian joining in the “ Battle of the Lira.’’ An even 
greater battle would be fought in case of any danger to 
the unit of currency. The Finance Minister’s firm words 
to President Roosevelt regarding the maintenance of 
the value of the lira admirably represent Italian official 
and public opinion. One shudders to think what would 
happen to Italian journalists or editors who would dare 
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to publish scare headlines during such a struggle, as was 
done in England. Even if France were to abandon the 
gold standard, the small amount of foreign money in 
Italy, and the fact that few Italians would risk the frown 
of the régime by transferring money abroad when it was 
deemed detrimental to State interests, would make it 
possible for the lira to resist any tendency to break away 
from gold. The refusal of the banks to allow overdrafts 
to foreigners and foreign banks, and the supply of foreign 
exchange for legitimate trade purposes only, virtually 
constitute an unofficial exchange control. The recent 
returns of the Banca d’Italia show a slightly diminished 
circulation, and an increased gold reserve, with a stable 
figure for the holding of gold abroad. Of course, whether 
it would benefit Italy to lower the value of her currency 
is a matter which is outside the scope of this article, but 
statistics showing an annual fall in prices could well be 
commented upon from the point of view of the depression 
in the country’s producing industries and the tourist 
traffic. The psychological value of the stabilized lira, 
however, is immense within the country. 


* * * * 


The relative importance of the various types of banks 
in Italy, as shown by an analysis of the deposits held as at 
December 31 last year, is as follows :—The Central Bank 
held 776 millions, the large credit banks 5,731 millions, 
the “ ‘Popular ’’ banks 1,062 millions, the regional banks 
2,647 millions, the Savings Banks 18,428 millions, the 
Post Office Savings Bank 16,887 millions, and the Monti 
di Pieta 656 millions of lire. The deposits of the Post 
Office Savings Bank show the extent to which that institu- 
tion competes with the ordinary banks. It is now con- 
sidered inadvisable that a government institution should 
absorb such a high proportion of the country’s savings, 
and steps are being taken to bring the figures into more 
reasonable relation with those of the other credit institu- 
tions. The loans made by the Monti di Pieta reveal a 
steady decrease, significant of the passing of one of the 
oldest forms of finance. 

Surprise may be expressed that the rate of interest in 
Italy is much higher than in that of the other big commer- 
cial countries, even after a general movement to reduce 
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rates. The reason is that the savings of the Italians for 
short-term finance are insufficient to supply the needs 
of the State, the provinces, the municipalities, and the 
requirements of industry, commerce and the public. 
The great works which are constantly being launched 
absorb vast amounts of loanable capital, and it is hardly 
necessary to add that the conception of the utility of 
public works as an aid to relieve unemployment, differs 
entirely from that which was recently announced in 
official English circles. Both the banks and the general 
public join patriotically in this type of finance. There is, 
of course, a trend of opinion which regards with disfavour 
the tutelage and partial ownership by the State of so vast 
a section of industry through the acquisition of shares 
for reconstruction purposes, but up to the present the 
strong hand of the State has enabled Italy to weather 
the crises which have profoundly shaken so many other 
countries. 

In conclusion I may say that a survey of Italian bank- 
ing at the present time gives one the impression of 
solidarity, financial soundness, and an enlightened view 
of the part played by banks in the modern State. 


The Jews in International Banking 
By Paul Einzig 


"Ts persecution of Jews in Germany since the 
advent of the National Socialist régime has 
brought the Jewish question with all its aspects 

into the limelight. Among others, the role played by 

Jews in international banking has been subject to much 

discussion lately. As the knowledge of the public of the 

facts is far from adequate, it would not be perhaps 
inopportune to devote an article to describing the position 
occupied by Jews in the banking systems of various 
countries. 

It is often stated in certain sections of the Press : 

(1) that the Jews have absolute control over the 
banks ; 
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(2) that Jewish bankers are allied in some form of 
block for the defence of Jewish interests; and 

(3) that they use their power to the detriment of the 
countries in which they operate. 

The extent of the control of Jews over the banks 

varies widely according to countries. In no case is it 
sufficiently general to justify the contention that they 
have absolute control over the banking resources and 
banking activities of any country. Unquestionably, their 
relative importance in banking is in almost every country 
out of proportion to their numerical strength related to 
the total population. This, however, is a natural 
consequence of the fact that, for many centuries, Jews 
have been specializing in banking. In countries whose 
population is not particularly gifted in that direction, 
the Jews have succeeded in occupying and retaining 

prominent position in banking. In countries, on the 
other hand, whose nationals are themselves capable of 
running their banks, the relative importance of Jews in 
banking is small. 

It is a fact, not generally known, that Great Britain 
is among the few countries where the Jews have relativ ely 
the least influence in banking. Considering that the 
Jews in this country have not been subject to any form 
of persecution or disqualifying discrimination, and have 
enjoyed for a long time past full civic Sante, it speams 
well for the banking abilities and, 
perhaps to an even greater degree rie those of Scottish 
people—that they have been able to hold their own in 
free competition with the Jews. Those who talk about 
the predominant Jewish influence in British banking 
ought to be reminded that there is not a single Jew among 
the directors of the Bank of England, and hardly any 
among the directors of any of the ‘ ‘Big Five.” Even 
among the banking firms the Jewish element does not 
by any means predominate. In fact, Jewish banking 
houses of international standing could be enumerated 
on the fingers of one hand; they are N. M. Rothschild & 
Sons, Samuel Montagu & Co., M. Samuel & Co., Seligman 
Brothers, and S. Japhet & Co. Most other leading banking 
houses are essentially non-Jewish. In the various sections 
of the London financial market, it is only the bullion 
market in which Jews predominate. Their relative 














30 THE BANKER 








influence in the foreign exchange market has declined 
to a fraction of what it used to be, as a result of the 
extension of foreign business by the joint stock banks. 
Although there are many prominent Jewish Stock Ex- 
change firms, in the aggregate, they form a small minority. 
As for the money market, it is essentially non-Jewish. 

In France the leading commercial banks are not under 
Jewish influence, although they are not so exclusively 
non-Jewish as the British clearing banks. Among 
banking houses, the French Rothschild, Lazard Fréres, 
and Dreyfus, occupy a prominent position, but the 
influence of Protestant banking families, strongly repre- 
sented on the board of the Bank of France and of the 
commercial banks, is at least equal in the sphere of “la 
haute finance ”’ to that of the Jews. 

Jewish influence is of little significance in Swiss 
banking. On the other hand, in Holland, where the 
inter-mingling and assimilation of Jews have attained 
a high degree, they are strongly represented in the 
private banks. The penetration of German banking 
influence in Amsterdam after the war was to a great 
extent Jewish. 

In the United States, the banking house of Kuhn, 
Loeb & Co. is a class in its own among the Jewish banks. 
Apart from this firm, Jewish influence in American 
banking is not particularly strong; it is, indeed, much 
less significant than is generally assumed. 

In Central and South-Eastern Europe, Jews have 
gained considerable prominence in banking. In Austria 
and Hungary, banking is and has always been to a greater 


extent under Jewish control. Discrimination against 
Jews in Hungary and Roumania never went so far as 
to interfere with their position in banking. In the 


Balkans States—with the exception of Greece where the 
Greeks themselves are born bankers—the Jews who 
emigrated from Spain centuries ago play an active part 
in banking. 

In Germany, Jews have occupied a very important 
position, both in the commercial banks and in private 
banks. Many of the old family banks of Frankfort-on- 
the-Main are jewish, and so are the Warburgs in Hamburg, 
the Berliner Handels-Gesellschaft, the Bleichroeders and 
Mendelssohns in Berlin—to mention only a few. There 
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were a number of Jews on the board and in the manage- 
ment of the ‘“D” banks. As a result of political pressure 
during the last few months, most of the Jews in 
commercial banks have had to resign their posts. 

The stories about some sort of alliance of Jewish 
banks can safely be dismissed as untrue. The truth of 
the matter is that competition between Jewish banks is 
just as keen as between Jewish and non-Jewish banks. 
Prominent Jewish banks very often participate in 
national or international syndicates of banks most of 
whose members are non-Jewish. For instance, most 
issues floated by the house of N. M. Rothschild & Sons 
before the crisis, were handled jointly with the houses 
of J. Henry Sc hroeder & Co. and Baring Brothers; their 
alli: nce, which was referred to rather irreverently as the 

‘Trinity,’ ’ was regarded as a permanent arrangement. 

As for the allegations that the Jews use their banking 
power to the detriment of the countries in which they 
operate, they have never been substantiated by any 
evidence. In Germany, where Jews had in the past a 
greater influence in banking than in almost any country, 
the banks have done more than those of most countries 
for stimulating the development of national industry 
and commerce. The aggressive nationalism of German 
commercial banks, largely controlled by Jews, was pro- 
verbial. It is generally known that they prov ided highly 
effective support to German exporters in the form of 
long-term credits. The creation of German industries 
within a few decades before the war was largely the 
work of the Jewish banking houses and the semi-Jewish 
German commercial banks. It would be, of course, idle 
to pretend that they worked for considerations of public 
interest only ; in supporting German industry and trade 
they themselves made handsome profits. The fact is 
that their interests are identical with those of the country 
in which they operate. While Germany was prosperous 
the Jewish banks were prosperous; they were the first 
to be hit by the crisis which reduced Germany to poverty. 

Considering these facts, it is absurd to suggest that they 
use their power against the country in which they 
operate. 

Bankers in London who have been in close touch with 
German banks are unanimous in holding the opinion that 
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the present régime in Germany is making a grave mistake 
in endeavouring to eliminate Jews from the banks. 
Their experience with German Jewish bankers has been, 
generally speaking, very favourable, and in compelling 
bankers of the standing of Herr Wassermann—to mention 
only one—to resign, the Government deliberately destroys 
a valuable goodwill represented by the personal contacts 
of these bankers abroad. 


Matters of Law 


(By our Legal Correspondent) 


ECENTLY two familiar types of case have been 
considered in Chambers. Both related to the 
correlative duties of banker and customer as 

regards the pass-book issued on current account. The 
one was a case of mistaken entry of a credit item to the 
account of a person bearing a similar name to another 
customer—they were in fact husband and wife having 
separate accounts at the same branch. The other was 
even more familiar, the case of a series of frauds by an 
employee paying into his own account cheques drawn by 
his employer. Neither case proceeded to trial. In the 
former case it was apparent that the action was a mere 
‘ramp ’”’ on the part of the husband; in the latter case 
it was clear that the bank was in fault, apart from the mere 
fact that had the employer, the true owner of the cheques, 
properly examined his pass-book he ought to and would 
have discovered the frauds earlier. He had not done 
so, but in the present state of the law that fact afforded 
the collecting bank no defence, since they had acted 
negligently in passing through the series of cheques to the 
employee's ; account without inquiry. In fact, there was 
no connection between the collecting banker and any 
duty that the drawer owed to his own bank. It is 
erroneous to think that a collecting bank can benefit from 
any pass-book entry as that could only affect the direct 
relation of banker and customer. 

In the course of discussion on these cases, however, 
it was very evident that there is not always a complete 
understanding by lawyers or bankers of the part the pass- 
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book plays. It is such universal custom to issue and keep 
pass-books that one would have thought the exact effect 
of the custom would find a place in any statement of the 
implied contract to be gathered from the relation of 
banker and customer. Yet in the very clear summary of 
that normal contract given by Lord Atkin (then Lord 
Justice Atkin) in Joachimson v. Swiss Bank Corporation 
there is no mention of the pass-book or of any obligation 
as to keeping accounts by either party to the contract. 

This is not surprising. So far as decided cases go, there 
has been no definite suggestion of any obligation. As a 
matter of practice the pass-book has gone on for over a 
century being prepared and made up by the banker 

firstly, one will presume, for the benefit of the customer 
that he may see the state of his account from time to 
time; but, secondly, there must have been some idea at 
the back of the practice that in some way or other it 
afforded some protection to the banker. That is to say, 

it was felt that if, after the amount rendered by the pass- 
book and placed in the hands of the customer, no com- 
plaint were made of wrong debits or credits the amount 
might be assumed to be correct. One cannot act upon 
any such assumption. There might be special circum- 
stances proved that would show that a customer had, in 
law, adopted or ratified certain payments and so estopped 
himself from repudiating them afterwards to the 
detriment of the bank. But the mere fact of a pass-book 
made up, even with vouchers such as paid cheques, and 
returning it without comment does not create a settled 
and stated account by which the customer is bound. 
Indeed the law as it stands plainly puts it that a customer 
is under no obligation even to examine his pass-book. 
Of course errors may be rectified if discovered before the 
customer has acted on them in good faith. 

There is abundant authority, however, for the pro- 
position that, if the customer has in good faith acted on 
the representation made to him of the state of his account 
by his pass-book, any error is to the detriment of the 
bank. No banking authority deems this satisfactory. 
Nevertheless, so far, there has been no concerted action 
by the banks to place the pass-book in the position 
which a great authority on banking law (Sir John Paget, 
K.C.) says it ought to occupy—namely, “ to constitute a 
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conclusive, unquestionable record of the transactions 
between banker and customer.” 

Now and then isolated contentions have been put 
before the Courts to that effect but they have not yet 
been upheld. In one of such cases a hint was given by 
the Court as to how the effect of a concluded and settled 
account might be secured. We refer to the famous 
Vagliano’s case, where it was pointed out that “ there 
was no evidence ”’ to justify the contention put forward. 
It is worth while citing again the familiar extract from 
the Court of Appeal decision: “The plaintiff from time 
to time received from the bank his pass-book, with 
entries debiting the payments made, for which the bank 
sent the bills as vouchers, which were retained by the 
plaintiff when he returned, without objection, the pass- 
book. It was contended that this was a settlement of 
account between him and the bank, and that he had been 
guilty of such negligence with respect to the examination 
of the vouchers as would have prevented him from 
being relieved from the settlement of account: But there 
was no evidence to show what, as between a customer and 
his banker, 1s the implied contract as to the settlement of 
account by such a dealing with the pass-book, or that, 
having regard to the ordinary course of dealing between a 
banker and his customers, the plaintiff had done anything 
which can be considered a neglect of duty to the bank or 
negligence on his part.”’ 

That was declared to be the law as far back as 1890. 
To-day it isthe same. In several cases, indeed, there have 
been dicta that emphasize that it is no part of a customer’s 
duty or obligation to examine his pass-book or check its 
items and vouchers. Lord Esher, M.R., for instance, 
said bluntly that there was no such oblig ration. One of 
the Lords Justices present felt a difficulty : : he could not 
help thinking that the pass-book was had for the purpose 
of examination. That is not enough; there is no neglect 
of duty and no breach of obligation in not examining. 
This strong view was stressed in other cases by three 
great commercial lawyers, Mr. Justice Mathew, Mr. 
Justice Bray and Mr. Justice Channell. 

Meanwhile there has been no attempt on the part of 
the banks to alter this position. They are still unable 
to adduce evidence of customary dealing that would 
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establish it as an implied term of the contract between 
them and their customers that the pass-book and its 
accompanying vouchers should be examined. We believe 
the law is quite different in the United States, where the 
judges appear to have taken a far wider view of the 
purpose of the pass-book. And even in this country we 
are informed there are some banks that take the pass-book 
out of implied into express contract by sending loose-leaf 
statements, with a perforated slip intended to be signed 
by the customer to the effect that the account has been 
examined and found correct and that thenceforth it is to 
be regarded as settled. This, however, is an isolated 
practice. So far as it goes it may be effective, but even 
then a reopening on the ground of fraud or error may 
be permissible where no neglige nce of the customer is 
responsible for the loss. The advice was tendered to 
bankers by Sir John Paget years ago to the effect that 
there should be co-operation in agreeing upon “ a custom ’ 
that could be proved of treating the pass-book as a settled 
account and establishing the duty of the customer to 
examine the book and the accompanying vouchers and 
to notify the bank of any errors or questionable items. 
Nothing has been done. 

Probé bly this matter would properly come within the 
purview of the proposal we ourselves often have made in 
regard to dealings with collection of cheques to guard 
against risks of claims in conversion, namely a general 
agreement or effort towards a fixed custom. For some 
reason, however, the banks do not co-operate. Practice 
varies and it does not appear worth while to enter into a 
co-operative endeavour to unify practice and so establish 
that certain and universal custom, evidence of which the 
Courts are bound to respect. At the present stage of the 
question of the pass-book, however, the only line possible 
is to make it an express term of the contract. That is to 
say, it is open to the banks to express in plain terms that 
current account is worked only on the condition that the 
customer shall periodically examine his pass-book and 
agree the account as settled and stated: and, further, 
that the customer shall be under a duty to his banker to 
examine all vouchers and notify his bank of any error or 
question. As the judges have all declared, the law does 
not put any such duty or obligation on the customer for 
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the practice has not been such as to constitute it a term 
of the implied contract. There remains therefore the 
perfectly reasonable and proper addendum of an express 
condition of the account. It is a matter of contract and 
with aptly chosen words the Courts would have to give 
effect to it. Why should not the banks agree to this 
end ? 

It is singular that the course of legal authority in 
england should have failed to go so far as the American 
jurists. They have taken the demand for the pass-book 
and vouchers by the customer and the return of the same 
without question as an answer to that demand as meaning 
that according to the ordinary usage of business the 
customer is under a duty. In one of the earliest American 
cases in fact the Supreme Court based its decision very 
largely on the old English case of Devaynes v. Noble (1816) 
where the Court adopted the view that ‘“ the depositor 
cannot without injustice to the bank omit all examination 
of his account when thus rendered at his request. His 
failure to make it, or have it made, within a reasonable 
time, is inconsistent with the object for which he obtains 
and uses a pass-book.’’ Nevertheless later judicial dicta, 
as we have pointed out, take quite a different view, and 
the only remedy now (if it be desired) is as we have 
indicated to make such examination and duty to notify 
errors an express condition of keeping the account by 
the bank. 

A second topic, suggested by a recent cause of 
difficulty submitted for counsel’s opinion, raises again 
the peculiar position of negotiable instruments as regards 
the doctrine of money paid by mistake, as set out in the 
well-known case of London and River Plate Bank v. Bank 
of Liverpool, decided in 1896. It may be serwied that 
there the plaintiffs claimed to recover from the defendants 
money paid by the plaintiffs as acceptors of a draft which 
afterwards turned out to have borne forged endorsements. 
Had the plaintiffs known that at the time, obviously they 
would not have paid. But a considerable time elapsed 
before the forgeries were discovered. Mr. Justice Mathew 
applied the well-known doctrine of Cocks v. Masterman 
and pointed out that had the mistake been discovered 
at once the money might be recovered. If it is not 
instantaneously discovered and money is paid and 
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received in good faith and if there is an interval of time 
in which the position of the holder may be altered it cannot 
be recovered. It may be that an acceptor having paid a 
bill may discover on the same day that it is a forgery and 
at once inform the holder so that the holder would have 
opportunity to give instant notice of dishonour to other 
parties to the bill and he added: “ but even in such a 
case it is manifest that the position of a man of business 
may be most seriously compromised even by the delay of 
a day.” This addition was not necessary to the decision, 
for there was considerable delay of months be fore 
discovery and the claim for refund of the money. No 
doubt in that case it was right to apply the strict rule 
that when a bill becomes due and is presented for 
payment (the same as a cheque) the holder is entitled to 
know at once whether the bill is going to be paid or not, 
and subsequent discoveries cannot affect the position or 
allow any allegation of mistake. Negotiable instruments 
demand this position. 

The case we are referring to, however, was that of a 
cheque which had not in any way been negotiated and 
it was sought to pray in aid a decision of the Privy 
Council in the case of Imperial Bank of Canada v. Bank 
of Hamilton decided in 1903. A decision of the Privy 
Council is not binding on the ordinary Courts of this 
country, but it is always treated with great deference 
especially when, as is often the case, distinguished 
members of the House of Lords tribunal are members of 
the Board giving the decision. This was a case of 
fraudulently ‘“‘ raised’? cheque duly paid. The fraud is 
discovered the next day and the money is claimed 
money paid by mistake. The answer was, the cheque 
is a negotiable instrument and the rule above stated 
applies, i.e. once a negotiable instrument is paid in good 
faith no subsequent discovery of fraud can avail to allow 
a plea of money paid by mistake: there is an automatic 
prejudice to the holder of such an instrument if the 
honouring of it is afterwards called into question. The 
Privy Council did not accept this position. Indeed, if 
their view is to be regarded as good law, there is a 
widespread misapprehension as to the real test to be 
applied to these cases. 

The late Lord Lindley, whose name justly carries 
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great weight in any legal decision, giving the opinion of 
the P rivy Council said: “ The rule laid dow n in Cocks v. 
Masterman and recently reasserted in even wider terms 
by Mathew, J., in London and River Plate Bank v. Bank 
of Liverpool has reference to negotiable instruments on 
the dishonour of which notice has to be given to someone 
—namely, to some drawer or endorser- —who would be 
discharged from liz ibility unless such notice were given 
in proper time. Their lordships are not aware of any 
authority for applying so stringent a rule to any other 
cases. Assuming it to be as stringent as is alleged in 
such cases as those above set out their lordships are not 
prepared to extend it to other cases where notice of the 
mistake is given in reasonable time, and no loss has been 
occasioned by the delay in giving it.”’ For our part we 
regard the above words as good in law. Circumstances 
do alter cases. We can see no reason for believing that 
the English Courts would lightly disregard the very 
reasonable addendum to the rule in Cocks v. Masterman 
suggested in the above opinion of the late Lord Lindley. 
Whether the case recently raised will go to trial we know 
not, but its facts appear exactly to bring it within Lord 
Lindley’s rider to the rule as so strictly expressed by the 
late Mr. Justice Mathew. 


American Banking 
By a Correspondent 


HE old-fashioned American banker, exemplar of 

what Mr. Hoover called “‘ rugged individualism,” 

made a desperate stand against the socializing 
forces of the Roosevelt “new deal” at the annual 
convention of the American Bankers’ Association, held 
in Chicago in the first week of September—and retired 
from the field, beaten. In fact, when the convention 
was over and the resolutions had all been passed, it was 
plain to everyone that the independent unit banker was 
destined to go the way of the buffalo. The Roosevelt 
Administration, pushing its national recovery programme 
across by the combined force of patriotic appeal and 
arbitrary dictatorship, recognizes that the strongest 
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reactionary forces in its way are the bankers. This was 
implicit from the start, when the President in his inaugural 
address spoke of driving the money changers from the 
temple; and when the bankers were ignored throughout 
the crisis of the banking holiday and in the formulation 
of the emergency laws which followed. During the past 
month the policy of the Administration has turned from 
one of ignoring the bankers to one of directly attacking 
them. General Hugh S. Johnson, National Recovery 
Administrator, and other administration spokesmen have 
charged through the public press that the bankers are 
failing to back up the recovery programme. Their cry 
was th: it the increased production and higher costs of 
business under the new industrial codes demanded cre dit, 
abundant credit, if success was to be achieved under the 
Blue Eagle sign of the National Recovery Association. 
The time had passed for the bankers to scrutinize each 
demand for credit on the basis of the past record of the 
borrower. This was a new deal, and credit must be 
granted freely on the basis of the hope of the future. 
Smarting under the accusations that they were 
obstructing the return of prosperity and te rrified by the 
implic ations they had read in the Banking Act of 1933, 
with its obnoxious plan for the mutual guarantee by the 
banks of each other’s deposits, the bz inkers came to the 
annual convention of their national association, several 
thousand strong, determined to expose their accusers and 
to demand the rectification of the new laws. They were 
met by a government emissary, Mr. Jesse H. Jones, 
chairman of the Reconstruction Finance Corporation, 
who had demanded a place on their programme in the 
name of the Government. In cold, biting phrases, he 
informed them that they were deluding themselves. 
He told them plainly that unless they were prepared 
to do as they were told, namely, increase their capital, 
whether needed or not, by selling preferred stock to the 
Government’s agency, the Reconstruction Finance Cor- 
poration, expand their loans, decrease their liquidity, 
and back up the recovery programme with all their 
power, the Government would take over the banking 
business. ‘“‘ Be smart for once, ” he admonished them, 
promising that otherwise their “‘ high-priced ”’ jobs would 
be taken from them and they would be reduced to the 
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status of “office boys.” It was a unique address, 
deliberately concocted to indicate to the country the 
new status of the banker. Never before had a group of 
the social standing of the banking profession been so 
addressed by a Government official. 

He was backed up by a message from the President 
calling upon the bankers to loosen credit and to accept 
the ‘ “partnership with the Government offered them 
by Mr. a. He was followed on the rostrum by 
Mr. Eugene Kk. Black, Governor of the Federal Reserve 
Board, who sy mpathetically told the bankers that they 
had better obey. You are in a new era,” he said, 
‘whether you like it or not.” Mr. Jones followed by 
invading the meeting of the Association’s Resolutions 
Committee and forcing them to include in their report 
a paragraph recommending to all banks the sale of 
preferred stock to the Reconstruction Finance Corpora- 
tion. 

The significance of these incidents can hardly be 
over- emph: isized. Without popular support, the bankers 
are helpless to combat the Administration, and yet they 
hardly know what they are expected to do. They are 
exhorted to expand credit, regardless of their protests 
that they cannot find borrowers, and at the same time 
they are harried from behind by the National Bank 
I-xaminers, who compel them to keep liquid and insist 
that all uncollected loans be written off. 

Moreover they are divided in their own councils. 
The country banker sees in the new legislation forces 
that will drive him to the wall. Through the guarantee 
of deposits, which by July, 1936, will be available only 
to member banks of the Federal Reserve System and 
which, even in its temporary form, beginning next 
January I, can be secured only by submitting to Federal 
examination, the independent State banker sees himself 
being forced into a unified national system where he 
doubts that he can survive. This looks to him suspiciously 
like a plot of the big city bankers who have in the past 
been the centre of agitation for a unified branch banking 
system. 

The city bankers, on the other hand, feei that they 
are being called upon to pay for the losses of their country 
colleagues. Although only the smaller deposits will be 
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guaranteed, the levies upon banks to support the 
guarantee fund will be made against all deposits. Thus 
the city banks with their large deposits will pay a heavy 
part of the costs, while only a small part of their deposits 
will be covered by the guarantee. 

It is difficult to predict the immediate course of 
events, but to many of the most experienced observers 
it appears inevitable that the next few years will witness 
a gradual concentration of banking control in the hands 
of the Federal Government, accompanied by a steady 
decrease in the number of banks and a spre ad of branch 
banking. Whether control will remain in Washington 
depends largely upon the politic al course of events. 
It appears most likely that, once the process of unification 
and concentration has been completed, control of the 
system will go to the money centre of the country—Wall 
Street. 

For the immediate future, however, Wall Street seems 
destined to play a far less powerful role that it did. 
Already some of its strength has been taken from it by 
the ban on interest payments on demand deposits 
which has resulted in withdrawals of about $800,000,000 
of deposits from the New York banks by out-of-town 
banks and others since the middle of June. The inclusion 
of smaller banks in the Federal System and the purchase 
of stock in these banks by the Reconstruction Finance 
Corporation will still further lessen the power of the big 
correspondent banks. 

As for the guarantee of deposits—the best opinion is 
that Congress will not take that feature out of the law, 
although it is possible that the scheme may not go into 
effect on January I, as scheduled. There are at present 
some 14,000 fully licensed banks, of which about 6,000 
are members of the Federal Reserve and 8,000 are non- 
member State banks. The member banks can be admitted 
to the guarantee fund on being certified by the national 
banking authorities as having assets equal to their 
liabilities. The non-member banks may be admitted on 
similar certification by their respective supervisory autho- 
rities, plus examination by the Deposit Insurance 
Corporation. The Corporation, however, has not yet 
been organized, and the task of examining 8,000 banks 
in the next few months appears insuperable. The bankers 
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are faced, accordingly, with a situation in which, after 
the beginning of next year, Federal Reserve member 
banks may be putting up signs saying that their deposits 
are guaranteed, while neighbouring state banks, not yet 
examined, may be exposed to the perilous contrast of 
being unguaranteed. Worse than that, it is well known 
that of the 14,000 licensed banks in the country, thousands 
could not pass an honest examination to see whether their 
assets measured up to their liabilities. The question then 
arises—which is better? To close up those banks which 
cannot honestly pass the test or to admit them to the 
guarantee fund and run the risk that they will later fail 
and put a drain upon the solvent banks in the fund? 
The problem is one on which bankers themselves divide 
according to the degree of their own solvency. But the 
decision will not rest with them, even though their fate 
may rest with the decision. 

The major development of importance in the credit 
situation has bee ‘n a renewed acceleration of the Federal 
Kteserve System’s open-market campaign. In the middle 
of August the system began purchasing Government 
Securities at the rate of $35,000,000 a week, contrasted 
with a rate of $10,000,000 a aweek maintained previously. 
The response of the markets was a further decline in 
money rates to record low levels. Bill rates fell to 
| per cent. and Stock Exchange call loans to ? per cent. 
Member bank credit, however, has failed to respond to 
the stimulant. 

Further progress has been made in reopening banks 
that have been closed since the bank holiday in March. 
On August 30 last, there were 5,715 member banks fully 
licensed with deposits of $26,767,224, 000 and 8,301 fully- 
licensed non-member’ banks’ with deposits of 
§5,084,508,000. There remain 957 closed member banks 
with deposits of $987,778,000 and 1,746 non-member 
banks with deposits of $943,323,000. Of the remaining 
closed banks, it is probable that the vast majority cannot 
be salvaged. 


AS 
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French Banking 
By a Correspondent 


URING August the Paris money market was quiet, 
and there was a fresh decline in money rates. As 
is shown by the following table the decline was 

substantial, for it amounte d to 5}; per cent. for the market 
rate of discount, ;}; per cent. for loans on bons de la 
défense for one month and } per cent. for loans on 
securities dealt in the Parquet. This movement, however, 
is no greater than has occurred in other markets from 
Italy to Scandinavia. 

End of Endof End of 


June, July, August, 
1933 1933 1933 
oO 0 0 
fs 0 O 
Market rate of discount aia naa ane 1? 18 I ¥5 
Day to day money ees a I lis 
Loans on Bons de la Défense Nationale : 
Market rate for 1 month... i a 1% 1% 
Market rate for 3 months oe — Te 2} 245 
Rates of loans on securities : 
On the Parquet... ie ies oe 1} I 
eT & ; > 3 3 3 
On the Coulisse ... aia ae << wa 4 45 


There are some noteworthy changes in the Banque de 
France’s return. Firstly, foreign exchange reserves 
showed a considerable decline, from 3,740 millions (end 
of July) to 2,423 millions (end of August), a decline of 
1,323 million francs, which corresponded roughly to the 
{15 millions repaid in August by the French Treasury to 
the British banks. This payment was made by the 
transfer to the Treasury of {15 millions from the sterling 
holdings of the Bank of France, at the average exchange 
rate at which the proceeds of the loan were converted 
into francs in May last. Further progress has thus been 
made towards the liquidation of the French foreign 
exchange reserve and of the gold exchange stand: rd. 
The Bank of France has all the more reason to be satisfied 
with this partial settlement of the credit, as it had 
guaranteed the exchange rate of the operation in April 
last, and it also feared that it might have to consolidate 
the advance to the Treasury. The improved cash position 
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of the Treasury enabled it to repay in advance 50 per cent. 
of the debt to the British banks. 





End of | End of End of 


June, July, August, 
1933 1933 1933 
ASSETS. (Millions of francs) 
Gold reserve = 81,242 81,976 82,227 
Foreign exchange reserve (total) 3,758 3,740 2,423 
Sight 2,548 2,572 I,291 
Time oe 1,174 1,174 1,332 
Discounts (total) 2,847 3,690 3,356 
Bills on F rance ve 2,617 3,461 ey, 
Bills on foreien countries ao _ 230 229 229 
Advances on bullion __... ss re 1,282 I,310 1,353 
Advances on securities ... pes = 2,765 2,661 2,688 
Bonds of the Caisse Autonome — 6,488 6,463 6,417 
LIABILITIES. 
Note circulation ... re 84,707 82,853 81,14: 
Current and deposit acc ounts (tot: ee 19,713 22,019 22,433 
Of which 

[reasury = ray ‘ies we 337 742 770 
Caisse Autonome 2,000 2,010 2,005 
Private accounts 17,138 18,982 19,454 
Sundries oe ss 237 285 204 
Total of sight liz bilities ... ea ... 104,421 104,872 103,575 
Percentage of gold cover bs 2 J7°SO% FOI7"/ 79°3O% 


This transfer of foreign exchanges, offset partly by 
other operations of discount and gold purchase, caused a 
reduction of 1,710 million francs in the note circulation, 
which declined to 81,243 millions. As the current 
accounts and deposits increased by only 414 millions, the 
total sight liabilities declined to 103,575 millions, and the 
note cover increased to 79:39 per cent. This increase of 
I-22 per cent. is due in nan’ to the increase in the gold 
stock of 251 million francs during August, in addition to 
to the increase of 734 millions in July. It is understood 
that the major part of the gold obtained by the Bank of 
France came from the Exchange Equalization Fund which 
ceased to intervene towards the end of August. On the 
other hand, internal hoarding has also come to an end, 
so that the fluctuations of the gold reserve should cease, 
were it not for the possibility of the aggravation of the 
international economic situation through developments 
in the United States, or the aggravation of the political 
situation through developments in Germany. The 
monetary position of France is strong, and a stoppage of 
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the influx of gold would be regarded with satisfaction as 
a sign of a return of confidence and stability, accom- 
pe anied by a natural redistribution of gold. 

In spite of the stability of the franc, justified both 
technically and psychologically, financial’ circles were, 
nevertheless, upset by the depreciation of sterling from 85 
to below 80 francs since the end of July. The detachment 
of sterling from the franc since August 20 is regarded as a 
grave event, which may cause indirectly a pressure on 
the gold block which derived benefit from the link 
between the two currencies. This is one of the reasons 
why well-informed public opinion demands that budgetary 
equilibrium should be restored soon, so as to increase the 
resistance of the franc. 

The situation of the commercial banks, which was 
already satisfactory last spring, has now further 
strengthened. The following table, combining the balance 
sheet figures of the Crédit Lyonnais, Comptoir National 
d’Escompte, Société Générale, and Crédit Industriel et 
Commercial, shows an increase of cash resources by 
1,335 million francs during the second quarter of 1933 

Dec. 3t, Mar. 31, ions 30, 





1932 1933 1933 
ASSETS. ‘Millions of francs) 
Cash in hand and with the Banque de 
France ... Ses see eee ine 9,059 7,235 5,570 
Correspondents ... es ome 856 962 540 
Discounts and Treasury Bills... ss 21,932 20,207 19,515 
Advances and loans on securities os 1,044 1,071 1,174 
Current account debtors ae we 8,011 8,911 8,405 
LIABILITIES. 
Current accounts and deposits : 
Sight... a a ir Ae 360,491 34,163 34,307 
lime ... ae ar ies seis 1,268 1,045 9838 
foetal... kis oe mee 37,759 35,208 35,295 
Bills pay: able 295 305 372 
Security holdings 233 233 233 
Capital and reserves _... a ee 2,877 2,877 2,879 
Rates of liquidity es ~ .. 24°10% 20°50%, 24°28% 


As the total liabilities of these banks remained prac- 
tically stable at 34 milliards (representing about two- 
thirds of the total bank deposits of France) the ratio of 
liquidity increased to a per cent., or a return to the 
figure of December 1932. This is due to the fact that 
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the banks have reduced their holdings of Treasury bills. 
The discounts of the banks have declined in fact by over 
2 milliards since December 1932. The strength of the 
banking system is thus satisfactory, and it is solely on 
the side of public finance that there is some une “asiness. 

The situation of the Treasury has certainly improved 
during the last two months, thanks to the utilization of 
the borrowing powers obtained from Parliament. The 
same cannot unfortunately be said about the budgetary 
situation. More than one financial expert has uttered 
warnings against the abuse of borrowing, as the national 
powers of saving are already being overstrained. During 
the last two years, Government bonds to an amount of 
45:8 milliard francs have been issued. The internal 
public debt now amounts to about 305 milliard francs 
(about £3:7 milliards on the basis of the present exchange 
rate). The Treasury will, however, benefit by the autumn 
collection of taxes, and by the influx of foreign funds 
stimulated by the fluctuations of the dollar and sterling, 
and will thus be able to raise in Paris all the funds it is 
likely to require. The Finance Minister is all the more 
optimistic about the outlook of the Treasury, as the first 
tranche of the Lottery Loan of 400 millions is already 
covered. Additional tranches, raising the total to 

milliard, will be issued subsequently. Success justifies 
everything, and the critics who at the beginning opposed 
this new type of borrowing have now had to bow to 
necessity. 

M. Lamoureux, Minister of Budget, has graver 
worries in his department. In the course of his last 
speech, he announced that the deficit of the budget for 
1934 will be 6 milliard francs. M. Germain Martin, the 
late Finance Minister, estimated the deficit at 8 milliards. 
Even if we accept the official figure—confirmed by the 
estimates of the Senate Finance Committee—the rela- 
tively small amount of the deficit of 1933 appears 
astonishing. The budget voted in May shows a deficit 
of 3-6 milliards only. This budget, in reality allowed for 
exceptional and non-recurrent resources such as the 
profit on coinage of 1,300 millions. The result of certain 
economies was over-estimated ; for instance, the measures 
against fiscal evasion were expected to yield 700 million 
franc s. Even the normal revenue showed a deficiency 
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against the estimates. The figures of actual receipts are 
shown in the following table :— 


1931 1932 1933 
January ... ce ies ws 4,239,846 3,545,937 3,248,205 
February tes oe ... 2,890,214 2,504,300 2,283,232 
March _... eae oh i. 2,907,023 2,526,552 2,442,255 
April son = ree «++ 3,303,430 3,095,951 3,004,262 
May he ue suis ... 2,688,810 2,936,967 2,586,504 
June aa ies oe - = 397590 3,076,151 2,848,22 
July a er one .. 5,489,027 3,722,776 3,815,398 
August ... tis io ... 3,229,861 3,157,441 — 
September or Bae .. 3,617,598 2,509,991 — 
October ... one iia ne mpi 4,087,790 = 
November aa cue «es 3,909,973 3,312,315 — 
December bas , ‘ 3,350,582 3,161,768 — 


The receipts for the first seven months of 1933 were 
over a milliard less than the budgetary estimates. ’ This 
figure had to be taken into consider ation by the Minister 
of Budget in forecasting the deficit for 1934. However 
it may be, political circles are concerned at the prospect 
of attempting to eliminate a deficit in the present 
crisis. The task will be anything but easy; apart from 
its technical problems, in themselves difficult enough, 
considerations of political, economic and social nature 
are also involved. The speech of the Minister of Budget 
foreshadows new fiscal sacrifices, for it is unreasonable to 
expect a deficit of 6 milliard francs to be covered through 
economies alone. Once the Government realizes that the 
fate of the franc determines the fate of European cur- 
rencies, and that the balancing of the budget for 1934 
will provide the supreme test, it will not shrink from a 
recasting of the whole fiscal system. It will have to 
tackle expenditure and enforce reductions of some 
3 milliards. It could obtain economies of some 2 milliards 
by abolishing or reducing expenditures of social insurance, 
indemnities and pensions, granted for electioneering 
considerations. Another milliard could be obtained, not 
by the increase of existing taxes but by an improvement 
of their collection and a revision of exemptions. Such an 
effort would necessitate an energy similar to that dis- 
played by M. Poincaré seven years ago. 
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German Banking 


By a Correspondent 

N September 6, Dr. Schacht opened the new 
() German banking inquiry. The idea of the inquiry 

originated from him, and he has taken charge of 
its management. He appointed fifteen experts as mem- 
bers of the committee of inquiry. They include represen- 
tatives of the Government, the Reichsbank, industry and 
agriculture, but no bankers. For the committee is 
meant to be independent of banking, and will invite 
bankers only in an advisory capacity. In the course of 
the twentieth century there have already been two big 
banking inquiries in Germany. Both discussed for years 
the reorganization of German banking, but failed to lead 
to any practical results, apart from the publication of 
voluminous reports. Dr. Schacht expects the present 
inquiry to take a totally different course. It will be 
concluded by the end of this year, and its resolutions 
will have to assume a form that can be made law imme- 
diately. As the Government’s economic experts are 
members of the committee, there will be no difficulty in 
carrying out this intention. 

It is part of the programme of the National Socialist 
party to reform the banking system. Herr Wilhelm 
Keppler, the leading economic adviser of the party, has 
just declared that so far the Government has made no 
essential alterations in banking, although it is convinced 
that a great deal has to be altered. The complicated 
situation within the credit system necessitates, however, 
a gradual and thorough reform. Investigations have been 
initiated so as to avoid precipitate steps. 

There are many big problems which will be subject 
to examination. In the first place, there is the question 
of the relations between banks and the State. Before 
the war, the banks were owned privately, with the 
exception of a few State banks whose primary task was 
the management of the Treasuries of the States. There 
were, however, already public savings banks for munici- 
palities. After the war the significance of these savings 
banks increased, and a number of official banks were 
established, such as the Reichskredit-Gesellschaft, as well 
as special institutions for building, mortgage credits, 
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public works, <siiiliiies, etc. Saale in July, 1931, the 
Reich, States, and municipalities had acquired a strong 
participation in the banking system. Since July, 1931, 
the Reich has had to assist the leading banks with sub- 
stantial amounts. Although the Dresdner Bank, the 
Commerzbank, the ADCA of Leipzig, the Norddeutsche 
Creditbank of Bremen, are still managed in the same 
way as privately-owned banks, the major part of their 
share capital is held by the Reich or by the Reichsbank. 
The latter holds a strong participation even in the capital 
of the DD. Bank. As Dr. Schacht declared in his opening 
speech, this development raises the question whether 
privately-owned banking is necessary at all. He himself 
hopes that the inquiry will find in favour of the private 
ownership of banks, in which case it will be necessary to 
liquidate the connection between the State and the 
banks. 

The second question to be dealt with is that of the 
size of the banks. After the recent amalgamations 
(Deutsche Bank with Disconto-Gesellschaft, Dresdner 
Bank with Danatbank, etc.), the greater part of banking 
activity is in the hands of a few banks, working with 
hundreds of branches. Against this state of affairs, 
the National Socialists are raising objections on the 
ground that the managers are no longer able to survey 
the whole sphere of their activity ; ther e is no longer any 
personal contact between banker and customer ; the con- 
centration of banks in Berlin is wrong, as it is impossible 
to solve Bavarian or Rhineland banking problems from 
Berlin. What is demanded in the first place is the 
decentralization of the big banks. 

The third problem is that of the division of labour in 
banking. For centuries past, the big commercial banks 
have been conducting a great variety of activ ities. Apart 
from deposits and short credits, they finance industry 
with medium-term loans and even with long-term loans. 
They hold large blocks of industrial shares, are repre- 
sented on the Stock Exchange, buy and sell stocks for 
their own account, and control the issue market. As for 
savings banks, they have taken up in recent years business 
of a speculative nature. 

The Jast problem to be dealt with is the question of 
the reduction of interest rates. At present the German 
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banks charge 7 per cent. on loans to industries, while 
they pay on day- -to-day loans 1} per cent. In spite of 
this wide margin, their profit is not satisfactory. The 
question arises how the spread could be reduced. 

It is the general opinion in German banking circles 
that much has been mismanaged during the last few 
years and that reforms are necessary. The time for such 
reforms, however, has not yet arrived. The relation 
between banks and the State will eventually have to be 
solved by the return of banks into private ownership. 
To that end, however, it is necessary that banks should 
work once more on a profitable basis and that there 
should be sufficient private capital available. As these 
conditions do not at present exist, the bankers believe 
that the reforms ought to wait another year or two. 
The decentralization of the banks is impracticable, for 
the establishment of local banks necessitates the raising 
of funds, and there is at present no capital available for 
that purpose. In such circumstances, the proceedings of 
the inquiry are being followed with much concern in 
banking circles, but bankers are not in a position to draw 
public opinion upon their point of view. It is feared that 
the Government may adopt hasty measures, thereby 
increasing the existing difficulties of the banks. As the 
view is held in National Socialist quarters that the banks 
are to blame for the present economic difficulties, it is 
to be feared that the banking reform will be directed 
against the banks. In any case, the prospects of banks 
in Germany are anything but favourable. 

During the past month the activities of German 
banks further declined. Although production and com- 
mercial turnover increased, the amount of loans sharply 
declined, as is shown by the following figures :— 


Deposits. Advances. 
In millions of Reichsmarks. 
Five leading Berlin bank 

July 31, 1933 in as ne .-. 6,594 4,823 
July, 1933... a a ee — 143 I5I 
June, 1933 60 52 
May, 1933... aes — ve isi 137 125 
172 172 


April, 1933 ia . 
Within the a) = ‘smite, the deposits and loans 
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of the leading Berlin banks have declined by over 500 
million reichsmarks. A great part of this decline is due 
to the depreciation of the dollar, as a result of which the 
reichsmark value of dollar loans and deposits has fallen. 
In addition, the decline was due to a complete suspension 
of saving. The increase in commercial turnover is being 
financed out of liquid reserves rather than by bank loans, 
and this again is bringing about a withdrawal of bank 
deposits. Nobody is anxious to contract debts with 
banks, and there is hardly any demand for bank credits. 
For the banks this tendency is all the more deplorable as 
they had already lost considerable deposits during 1931 
and 1932. At the end of 1929, deposits amounted to 
about 12 milliard reichsmarks, or nearly twice as high 
as they are at present. The recent Bourse slump has 
also inflicted losses on the banks. Moreover, securities 
are being sold in order to finance the increased turnover 
without bank credits. The recent slump was very 
pronounced; in three months most shares and bonds 
lost about 20 per cent. of their value, and declined below 
their level at the end of 1932. 

The largest German provincial bank, the Allgemeine 
Deutsche Creditanstalt in Leipzig (ADCA) published 
its balance sheet for 1932 in September. At the beginning 
of 1932 it was reconstructed with the assistance of the 
Reich and of the Reichsbank. Its share capital was 
reduced from Rm. 40 millions to Rm. 6 millions, and 
subsequently Rm. 14 millions of new shares were sold 
to the Gold Discount Bank. It now appears that last 
year’s reconstruction was not sufficient. The bank has 
to write off a further Rm. 10 millions, owing to losses on 
industrial credits. The share capital will be written down 
from 20 to 15 millions, and the reserves from 6 to 1} 
millions. The Reichsbank, as chief shareholder, bears the 
major part of the loss. It is now stated that, with the 
present reconstruction, all bad debts are provided for, 
but the same statement was made a year ago, and it 
proved to be incorrect. 
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International Banking Review 


ITALY 

N September 4 the Bank of Italy reduced its 

discount rate from 4 per cent. to 34 per cent. 

This is the lowest figure for Italy for all times. 
Simultaneously, the banks reduced their rates on loans 
to customers. To some extent, this is in accordance with 
the international tendency towards cheap money, but 
as the Italian money market is more or less isolated from 
the international market, this factor in itself would not 
have brought about the change. It was, however, in 
conformity with the Government’s policy of providing 
cheaper money to trade. In the past it was repeatedly 
pointed out that, while the Government had concen- 
trated its efforts upon providing work by means of 
financing public works, it had neglected the more normal 
means of encouraging employment by the aid of a policy 
of cheap money. To some extent the two policies 
appeared to be incompatible, for the requirements for the 
financing of public works were to a degree responsible for 
the 1 elatively high interest rates which prevailed until 
recently. 

As a result of the revival of demand for Government- 
guaranteed bonds, however, it has now become possible 
to reduce interest rates without thereby endangering the 
supply of funds for the requirements of public works. 
The rate on advances in Italy is now lower than it was 
before the war, and even lower than the standard rate in 
Great Britain. 

SWITZERLAND 

The drain on the Swiss franc has ceased for the 
present, and in spite of the gold losses of the past few 
months, the technical position of the Swiss National Bank 
is adequately strong. It is well in a position to withstand 
the renewal of the selling pressure. On the other hand, 
the movement within Switzerland in favour of suspending 
the gold standard seems to increase in intensity. Owing 
to the high rate of exchange, the hotel industry and all 
industries depending on tourist traffic are on the verge 
of ruin. Although hotels have made drastic cuts in their 
charges, this has necessarily brought about a lowering of 
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their standard, and the summer season was particularly 
unfavourable. Those affected by this realize that nothing 
but a depreciation of the franc could bring them relief, 
and they are using all their influence to induce the 
Government to take the necessary step. It is doubtful, 
however, whether they will have their way, for, owing to 
the large amount of foreign deposits in Switze rland, it is 
feared that a depreciation of the franc that would follow 
the suspension would be exaggerated by the wholesale 
withdrawals. This question is discussed in more general 
terms upon a preceding page. 


AUSTRIA 

Although the Austrian Government obtained the 
greater part of the proceeds of the international loan, 
the actual benefit it derived from it is very small. After 
the issue of the Dutch, Belgian and Czechoslovak tranches 
in the autumn, the total proceeds will amount to 
249,400,000 sc hillings, instead of the 300,000,000 schillings 
originally planned. Of this amount, 100,000,000 schillings 
is to be used for the repayment of the Bank of Engl: ind 
credit, and g0,000,000 schillings for the repayment of the 
Bank for International Settlements credit. The repay- 
ment of the latter was not part of the Lausanne protocol, 
nor was it announced in the loan prospectus. The 
question was left open, and it was owing to the improve- 
ment of the exchange position that the Austrian Govern- 
ment and the National Bank have agreed to the repay- 
ment. It is believed that the Bank for International 
Settlements will hold the credit at the National Bank’s 
disposal if and when it should be required. 

As 85,000,000 schillings will be used for transferring 
the arrears in the service of the international loans, on 
balance the transaction results in, for Austria, a net 
decline of her foreign exchange holdings by 25,600,000 
schillings, contributed out of the National Bank's reserve. 
Although the material benefit is thus negligible, the 
consolidation of floating international engagements will 
contribute towards the strengthening of Austria's position. 

TURKEY 

Turkey is the latest country which has decided to 
regulate her foreign trade relations through exchange 
clearing arrangements. Quite recently she concluded 
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such arrangements with France and with Hungary, and 
negotiations are being carried on with other countries. 
An interesting feature of the Franco-Turkish agreement 
is that, although French exports to Turkey are expected 
to exceed Turkish exports to France by some 30 per cent., 
Turkey is not expected to make any transfers for settling 
the balance. In the case of the agreement between 
Turkey and Hungary, it is agreed that, if by the end of 
a definite period ‘there is an outst: inding balance, it will 
be settled by goods transactions. 


JAPAN 

The new 4 per cent. internal loan had a favourable 
reception, and during the first fortnight applications 
amounted to over 200,000,000 yen. This is all the more 
remarkable as the money market displayed a firmer 
tendency, the rate of day-to-day loans rising to 2:37 per 
cent. The returns of the Bank of Japan do not disc lose 
much of the inflation that is going on in the country. 
The note circulation is only about to per cent. higher 
than a year ago. The index number of wholesale prices, 
on the other hand, shows a rise from 155 in August, 1932, 
to 180 in August, 193 The increased business activity 
brought about by the rise in price is reflected in the 
banking profits which show increases compared with 
last year. 

AFGHANISTAN 

Arrangements have been made for the creation of a 
National Bank in Kabul. It is to have a capital of 
35,000,000 Kabuli rupees. The Government is con- 
tributing 35 per cent. of the capital, and the rest is being 
offered to the public. The functions of the bank will 
considerably exceed those usually assumed by a central 
bank. It will have control of all joint-stock organizations 
in the country; it will undertake the purchase and sale 
of goods in foreign countries on behalf of Afghan firms 
and will buy primary products for consumption in 
Afghanistan; and it will finance enterprise and technical 
education. At the same time it will be a central bank of 
issue, and will manage the currency and the exchange. 
The management of the bank will be in German hands, 
and it is expected that a branch will be opened in Berlin. 
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Banking Reviews 


English Reviews 
ai NHE improvement in the secueduiiiiaal figures and 


trade statistics has created a general impression 
throughout the country that the worst of the 
prolonged economic depression is past and that we may 
now hope for a steady, if slow, recovery. This feeling is 
reflected to a certain extent in the current numbers of 
the English banking reviews, the leading articles of which 
are devoted to an analysis of the present situation. 
LLoypDs BANK review for September contains an able 
article from the pen of Sir William Cecil Dampier, F.R.S., 
entitled ‘‘ The Economic Outlook.’”’ He is a little afraid 
that the “ financial purists ”’ of the City of London may 
abide too closely by the old rules of the gold ——- 
game and hesitate to use monetary “ management ” 
regards rates of interest and the exchanges, so as “a 
favour industrial expansion and a rise in wholesale prices 
rather than a fall. He points out, however, that “‘ if the 
sterling nations follow the United States and adopt a 
thorough policy of reflation in order to raise wholesale 
prices, there is a danger that it may start, either 
automatically or wilfully, a competitive dev aluation of 
currencies.” He believes that while long-term tides of 
prices (20 to 200 years) are dependent chiefly on the 
relative amount of money available, short cycles of trade 
depend more on the velocity of circulation of money 
than on its quantity. Hence a movement of money, 
produced by renewed confidence, as well as plentiful 
credit is necessary in order to enable us to escape from 
a temporary depression. ‘‘ The individual, by saving or 
spending, cannot affect the value of money, but, if a 
cautious world starts to save too much in comparison 
with its rate of new remunerative investment, its prices 
may so fall that its industry is killed.’”’ We cannot in 
the space at our disposal do more than give a brief resumé 
of the conclusions reached by the writer. He considers 
that the real cure of our ills is monetary and that we 
must first get out of the immediate cyclic depression. 
To achieve this he advocates in a tentative manner : 
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(x1) The prevention of a rise in wage rates in “ sheltered ”’ 
trades and hence in the cost of living; (2) some increase 
in wage rates in “ unsheltered’”’ trades; (3) a cautious 
increase in public works; (4) a lowering of income tax; 
(5) a subsidy to the railways, to be returned by them 
in lower transport charges; (6) open market purchase of 
securities by the Bank of England, to bring about a 
lowering of the normal rate of interest; (7) leaving the 
exchanges uncontrolled. Turning to the long-term 
problem he insists that if we return to the gold standard, 
gold must be economized by international action and 
maldistribution be prevented; if we do not return to 
gold, we must arrange that currency and credit shall 
expand decade after decade as industry grows. In 
conclusion he makes an appeal for easier facilities for 
the financing of approved inventions and other new 
industries at an early stage, before they are ripe for a 
public appeal, possibly by a corporation under the 
common control of the Joint Stock Banks. 

A further article in the same review deals with “ The 
Trade Situation.’ While illustrating by statistics the 
progress which has been made during the past year in 
our internal trading position, the writer deplores the 
restrictions upon international trade which remain in 
force in all countries and points out that while develop- 
ment of trade within the E mpire and with other countries 
who are prepared to join “ the sterling group” may 
help us considerably, yet until there is a general reviv al 
in international trade we must remain considerably 
worse off than we were in the days prior to the troubles 
of the past four years. 

The same view is expressed in an interesting article 
entitled “‘ The Effect of the British Tariff,’ which appears 
in the September issue of BARCLAYS BANK review. The 
writer appreciates the benefit which the British tariff has 
conferred upon our domestic trade, but he says: ‘‘ No 
country, least of all Great Britain, will ever secure a full 
measure of prosperity if its policy is directed towards 
the attainment of national self-sufficiency.’’ He favours 
the negotiation of bi-lateral treaties, as thereby fairly 
large areas, enjoying comparative freedom of trade, 
could be built up; and, ultimately, freer intercourse 
between regional areas might result. He considers that 
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such a solution would be far from ideal, but ‘“‘ it would 
seem to be the solution towards which we shall be forced 
by the course of events.”’ 

The WESTMINSTER BANK review for August and the 
MIDLAND BANK review for August-September deal with 
‘The Economic Conference,’’ which they suggest has 
been far from a failure. Apart from the benefits which 
must accrue from the meeting of the delegates in friendly 
discussion, there has been a clarification of monetary 
affairs which would otherwise have been impossible. 
The writer in the WESTMINSTER points out that the 
Commission, which discussed technical problems relating 
to the gold standard, broke new ground in advocating 
gold reserves of not more than 25 per cent., instead of 
the 30 per cent. or 40 per cent. generally considered 
desirable. 

The article in the MIDLAND BANK review, while 
dealing with the Conference, is in the main concerned 
with our monetary policy, and the writer is strongly in 
favour of a managed “ sterling ”’ which shall be as stable 
as possible in terms of purchasing power over com- 
modities, and, only as a secondary consideration, shall 
possess stability of value in terms of other currencies. 
He would, however, co-ordinate our external monetary 
policy with that of America: “ If President Roosevelt’s 
more radical plans of internal policy succeed, it is 
desirable that the result, a substantial rise in prices of 
primary commodities, should be communicated to the 
entire block of countries attached to sterling, and to this 
end deliberate regulation, from both sides, of the sterling 
dollar rate is required.” The subject is wide and complex 
and cannot be discussed here, but, as we stated in the 
article on Imperial Monetary Policy which appeared in 
our September issue, it is unfortunately impossible at 
present to decide the proper ratio between the pound 
and the American dollar for the reason that neither we 
nor the Americans are prepared to state to what level 
we are intending to raise our internal prices. 


Foreign Reviews. 


Those of our readers who are interested in the history 
of banking will find an interesting article in the July 
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number of the NATIONAL Economic BANK of Warsaw. 
The author traces the history of Polish banking in the 
territories of Austria, Russia and Germany prior to the 
establishment of the Polish Republic after the war. He 
subsequently shows how the National Economic Bank 
has taken over and absorbed the working of various 
banking institutions operating in Austrian, Russian and 
German Poland. 

The August review published by the Moscow Narodny 
Bank contains a short article entitled ‘ ‘The Balance of 
Payments between the U.S.S.R. and Great Britain.’ 
The writer draws the attention of the critics of the 
unfavourable trade balance between the two countries to 
a rather important factor which is usually overlooked; 
it is the invisible exports | of Great Britain to the Soviet 
Union. He states that “ the Soviet Union has to pay 
Great Britain large sums for the transport services, port 
dues, loading and unloading expenses, insurance of goods, 
interest on credits, the trading and administrative 
expenses of the Soviet trading organizations here and 
so on.’”’ From 1920 to the end of 1931 these services 
amounted to £43,466,000. He also draws attention to 
the fact that since the raising of the embargo on Russian 
trade the chartering of British steamers has been resumed 
and during the past month 43 British steamers have 
been chartered, the total sum paid in freights amounting 
to £128,601. He adds that “ No B ritish steamers were 
chartered during the whole time of the embargoes.” 

A full and detailed account is given in the GUARANTY 
SURVEY dated August 28, of the development of the 
National Recovery Administration. The main problem 
seems to be summed up in the following statement : 
“The difficulty faced by many manufacturers of in- 
creasing wages and reducing hours of employment, and 
in some industries paying processing taxes, thus adding 
materially to the cost of production, is obvious. That 
they must in turn receive higher prices for their products, 
thus increasing the cost to the consumer, seems in- 
evitable; and the effort to increase cost of production 
without also increasing the cost of consumption seems 
impossible of attainment.’’ This problem is made all 
the more difficult when it is remembered that most 
business concerns have had three years of depression and 


—— 


BANKING REVIEWS 59 





their cash resources are considerably reduced and many 
are not in a position to shoulder increased costs without 
some compensation in the form of increased revenue. 
‘Only as larger buying power is generated and as in- 
creased volume may help to distribute costs can this 
economic problem be solved to the profit of all con- 
cerned.”’ In spite of all these difficulties the author is 
of the opinion that the country is moving forward and 
real progress towards recovery is being made. 

A signific ant factor is to be seen in a considerable 
increase in the holdings of government securities by the 
Federal Reserve Banks and it is considered as the begin- 
ning of the credit expansion policy authorized by the 
“inflation ’’ amendment of the Farm Act. There has 
also been a very sharp increase in the total amount 
of banker’s acceptances outstanding. 

Readers who are interested in the codes applied to 
the various industries will find plenty of details in this 
number of the GUARANTY SURVEY. The main diff eyed 
of the various industries in agreeing on a “ code’”’ has 
been concerning the question of labour and the “ open- 
shop.’ Trades Unionism is as yet in a very undeveloped 
state in the United States and the Government in its 
Recovery Programme makes provision for collective 
bi gaining on the part of labour an essential part of the 

“code.” This apparently is a stumbling block to many 
employers, so much so, in fact, that the administration 
has several times been on the point of drafting codes to 
be imposed on various industries. However, the ad- 
ministration have always made it known that they 
desire the codes to grow out of voluntary agreements on 
the part of the various industries. 
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Table I GOLD HOLDINGS or, 
(IN MILLIONS OF £) 




















: | | GERMANY 
ENGLAND| U.S.A. | FRANCE | BELGIUM | NETHER- | DENMARK) NORWAY | SWEDEN , 
Total Abroad 
1930 
JANUARY .. 150-5 601-9 341°8 33-6 37-0 9°5 8-1 13°5 111-8 73 
APRIL a 156°2 620-9 341-0 33-8 35:7 | 9°5 8-1 13°4 124-5 7:3 
JULY oe 156°3 615-1 “6 34°3 35°7 9°5 8-1 13°3 128-2 73 
OCTOBER .. 155-6 611-0 3 36°2 32-7 9°5 8-1 13° 119°6 7°3 
1931 
JANUARY .. 145°9 604°3 4132-6 39-2 35-2 9-5 8:1 13°3 108°5 10-9 |* 
APRIL - 144°5 640°1 $51°6 41-1 36°8 9°5 8-1 13-2 114-7 10-2 
JULY st 163°3 7OL+1 452-7 41-( 41-1 9-5 8-1 13-1 69°6 5:7 
OCTOBER .. 134°38 644-9 481°5 71-3 58-0 9-0 8-0 10-9 63°7 4-9 
1932 
JANUARY .. 120-7 613-9 554-4 72°8 73°3 7°9 8:5 11°3 48-2 5°5 y 
APRIL oe 120°8 620-1 618-2 71°38 73°2 8-0 8:5 11-3 43-0 3°9 
JULY oa 136-1 530-0 *8 73°3 81-0 7:4 8:3 11°3 40°7 4°3 ' 
OCTOBER .. 139-4 91-5 2 73°8 85°5 7°3 7°83 11-3 39-0 3+1 
NOVEMBER 139-4 617-1 5 74°6 85°5 7°3 79 11°3 40-0 3:0 
DECEMBER 139-4 626°6 1 74°3 85°3 7°3 79 11°3 40°5 2°8 
1933 
JANUARY .. 119-8 647-0 668-4 74°2 85°3 7°3 7-9 11°3 39°5 2:1 
FEBRUARY 126-4 668-9 659°3 74-6 84°9 7°3 7:9 11-3 40-2 1-9 
MARCH 150-2 594-5 653-0 75°4 83-4 7°3 8-0 11-3 37°6 2:3 
APRIL . 171-3 665-1 647-4 76°3 73:4 7°3 8:3 12-0 36°2 3°1 
May . 186-0 705°9 651-0 76°3 74-8 7°3 8°3 12-0 20-1 1‘0 
JUNE ee 186°3 723°3 652 °6 76°3 69-1 7°3 8-3 11-9 18-2 11 
JULY ~~ 189°4 728°2 654-1 76°5 61°5 7°3 8:3 11°9 9-2 1:0 
AUGUST .. 190-1 731-4 660°0 76°8 63°9 7°3 8°3 13°8 12-0 1°6 
SEPTEMBER 190-3 737°3 662-4 77:1 68°3 7°3 8°3 13°8 15-0 4°6 
1 The figures are taken from the returns 
2 Excluding a small amount held in the Bi 
3 Gold and silver holdings. 
. y TVX onpe 
Table II CREDIT AND CURRENCY (millions of £) 
CLEARING BANKS BANK OF ENGLAND 
Other Deposits® Government 
Securities 
s re Advances n Banking Reserve® Notes in » 
Bankers Depart Circulatio 
Tota Balances ment® 
1930 
JANUARY .. 1,767°5 192-0 969-1 111°8 75°5 64°9 53°5 355° 
APRIL “a 1712-0 1s7-2 968-2 101-7 65-2 57:1 60°6 359° 
JULY os 1740-0 1V1-2 950-4 107-0 70-3 52-4 49-8 365-0 
OCTOBER .. 1791-0 1838°7 922-3 95°9 61-0 2-2 60-6 357 2 
1931 
JANUARY 1,5 9 194° 907-4 97-7 64-4 45 roL-4 351-7 
APRIL 1,698°1 175-4 923-8 91-9 56-6 32-0 51-9 353°7 
JULY 1,750°3 130-7 806-7 103°1 69°3 | 36°3 56°3 358-1 
OCTOBER 1,687°8 172-9 xO4°4 120-4 68°3 56°5 53°6 356°8 
1932 
JANUARY 1,677°1 176°9 889-3 112°5 74°3 45°3 
APRIL 1,643°2 170-2 s 93°6 58°3 62-6 } 
JULY 1,765°2 Ls7°7 5 122-7 RSD 68°8 
OCTOBER .. | 1,853°3 189-5 9 110-9 77°3 67-0} 
NOVEMBER.. 1,858 °8 190-2 7 27-6 90°5 |} 68:9 | 
DECEMBER. . 1,943°7 203°1 $ 136-2 102-4 102-4 
1933 | | 
JANUARY 1,943 -3 210°9 749-6 135°8 103-4 | 90-6 | 45°4 | 353-2 
FEBRUARY 1,917°2 204°6 751-0 133-3 98-3 86°4 | 61-0 356°2 
MARCH 1,885 °9 204-0 751-6 127-8 92-8 | 57:7 79°7 367-1 ‘ 
APRIL 1,890 °9 215-7 749°2 138-0 100-9 | 68°5 | 74-0 | 371°9 
May 4% 1,904 -°2 202-3 760°6 117-0 77°5 | 72°5 72°3 374-1 
JUNE 1,688 -9 181-3 677-7 147°3 105-1 75°4 74°2 1 
JULY 1,934°4 201°6 753-3 156°2 98°5 90-6 72:8 2 
AUGUST 1,927°1 205°1 744°3 122-4 79°4 83°22 76°3 0 
4 Average weekly balances, nine banks. 2 Average of four or five weekly returns. 


* Since December, 1931, figures relate to last Wednesday in each month. 
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OF CENTRAL BANKS! Table I—cont. 
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. 7 CZECHO. STR ING , T 7 SWITZER- 70 J AN 
{USSIA POLAND ye AUSTRIA |HUNGARY| ITALY - SPAIN JAPAN | | 
A broad RUSSIA SLOVAKIA | | LAND Conversion | Banco de 
oe | Office | la Nacion 




















7°3 30-2 16°1 7°7 4°9 5:8 56-1 23-6 101-7 107-3 87°99 | 1°3 
13 33-2 16°2 7°7 4°9 5:8 56°3 22-2 97-9 91-7 a2 | is 
7:3 41°7 16°2 8-0 4-9 5:8 56°3 22-6 98-0 90-2 87°9 | 1:3 
7°3 §1°2 3-0 R-7 6°2 5:8 57-2 25-4 98-2 85-1 87°3 0-9 
} 
10-9 |* 51:1 13-0 9-4 6°2 58 | 57:3 96°7 | 85:4 84-5 0°3 
10°2 53°2 13-0 9-4 6-2 4°5 57-4 96:0 | 85-9 77°4 0-4 
57 53°7 13°3 9-4 62 4-0 | 58-1 96-3 87°3 64°7 0:3 
4°9 60:2 13-3 9°3 5:5 3°38 58°9 90°3 82°3 57°1 0:3 
5°5 674 13°8 10-0 5:5 60:9 | 93-1 89:1 | 48-1 51-8 | OF 
3°9 67°7 13-2 10-0 5:2 60°9 96°7 89-3 | 44-0 51-0 0-2 
4°3 71°7 11°2 10-0 4-3 61°3 103°4 | 39-4 43-9 51-0 0-2 
3:1 11°3 10°1 4°3 | 62:6 104°6 89°5 43-9 | 51:0 | 0-2 
3°0 11:4 10°1 4°3 62°8 104-6 89°5 43°9 51-0 0-2 
2°8 11°5 10°3 4°3 63-0 101-2 89°5 43°9 51-0 0-2 
21 11-6 10-4 4°3 3-5 | 63-2 98-0 89°6 43°5 51-0 | 0-2 
1*9 11-8 10°4 4°3 3° 63°1 98-0 89-6 | 43-5 51-0 0-2 
2°3 11-8 10-4 4°3 3.£ 66-8 100°: 89-6 43°5 51:0 0-2 
31 11°3 10°4 4°3 3°5 68-0 100°5 89°6 43°5 51-0 0-2 
1*0 11°3 10-4 4°3 3°5 70:5 94°5 89°6 | 48°5 51-0 0-2 
11 10-9 10-4 4°8 3:5 72°3 81-5 89°6 | 43°5 51-0 | O-2 
1:0 . 10-9 10-4 4-3 3:5 73-2 74°3 89-6 43-5 51-0 0-2 
a 10-9 10-4 1-3 3°5 75°6 72°1 89-6 43-5 51-0 0-2 
4°6 — 10-9 10°4 4°3 3°5 76-0 72-1 89:6 43°5 
pe returns on or nearest the first of the month. 
Id in the Janking Department. 
Table IIT GOLD MOVEMENTS 
ae HRS UNITED KINGDOM UNITED STATES 
| TRANS- 
10 , 
Net Net Nee | ObTPUT. 
Influx (4 Imports Exports Imports (+) Imports Exports Imports (+) | gt 85/- per 
or Efflux (- an... ton | tine ounce 
Exports (—) Exports (— 
£ millions £ millions £ millions £ millions $ millions $ millions $ millions | £ millions 
1980 
JANUARY .. + 4°0 8°6 3-3 + 5-3 12-9 8-9 + 4-0 3°8 
APRIL - t 6:6 8°38 3-0 5:8 65°38 0-1 + 65°7 | 3°7 
JULY ea 3°38 5-1 8:3 3-2 21-9 42°5 — 20°6 3-9 
OCTOBER .. 4-3 9°3 71 2-2 35-6 9°3 + 26°3 | 3°9 
1931 
JANUARY 7°5 7:3 16:2 - 8&9 34°4 34-4 | 3°9 
APRIL , 2°4 5-9 0-9 t 5-0 49°5 +t 49°5 | 3:7 
JULY 31-7 10-0 36-8 26-9 20°5 1-0 + 19°5 3°9 
OCTOBER 8-6 5:3 + 3°3 60-9 398-6 —337°7 | 4-0 
1932 | 
JANUARY 17-1 21-5 4°4 32°9 107-9 — 75-0 4-0 
APRIL 12-2 5 + 6:7 19°3 49°5 — 30-2 | 4-0 
JULY : 1-6 12-8 7:4 + 5-4 16°3 23°5 — 72 | 4°2 
OCTOBER 9°3 8-2 + 3-3 20°7 t+ 2d | 4-1 
NOVEMBER 9°38 5:38 + 4-0 21°8 21°5 4-1 
DECEMBER —19°6 12-0 21°3 — 9-3 100-9 a +100-9 4-2 
1933 
JANUARY .. + 6°6 9-3 22-3 +13-0 128-5 - +128°5 4-1 
FEBRUARY +21°4 11°3 6-1 + 5-2 30°4 12°6 + 17°8 3°8 
f MARCH <a +25°9 24°3 4°5 +19°S 14°9 37-0 — 22-1 4-0 
APRIL . +12°3 20-0 3-7 +16°3 6°38 16-7 —- 99 3°8 
MAY.. a “= 32-0 i°8 28-2 1°8 22-9 — 21:1 4°0 
JUNE ‘a + 3:3 24-0 2°7 21°3 1-1 4-4 — 3:3 3°9 
JULY en 0-6 27-0 1-1 25-9 3-9 
AUGUST - + Ol 14°4 7-0 7°4 | 4-0 
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Table IV MONEY | 



























LONDON 
Discount Rates Treasury Bills 
ee Bank Rate ‘pay Rank Bills Fine Trade Weekly Tender Amount Amount 1 
Loan Rate 3 months 3 ban Rate Offered Applied for 
Per cent. Per cent Per cent. Per cent. Per cent. £ millions £ millions 
1933 Ss. d. 
MARCH 3 2 g 4 2} 011 4:39 | 45 67:1 
eed 10 2 g # 2% 010 1:5 45 71-1 
17 2 g 43 24 0 8 10°9 | 42 71-3 
” 24 2 i } 2} 0 6 9:27 | 45+ 77-5 
be 31 2 ; $ 28 O11 9-78 | 45+ 79-2 
APRII 7 2 i i 2 0 10 11-25 45+ 90-5 
13 2 i 4 2} 0 8 10°03 | 50t 62-0 
21 2 ‘ # 2} 0 9 6°30 50+ 68-8 
o 28 2 g + 2} 0 8 4:73 50t | 78:9 
MAY 5 2 g i 24 0 8 6:04 | 50t 87-2 
12 2 4 ti 23 0 7 8:14 50t | 78-9 
si 19 2 g + 2 0 7 50T | 76-0 
ie 26 2 g * 2 0 6 50T | 74°5 
JUNI 3 2 4 + 24 O 5 11°18 50 | 57°5 
9 2 g # 2} 0 7 O-80 50 | 64-2 
lt 2 q 4g 23 0 10 10-91 50 | 76°7 
2 2 i +4 24 0 7 10°34 50 82°6 
s 30 3 ? 3 2t 0 8 9°55 | 45 67°9 
JULY 7 2 2 tf 2} 010 4°85 | 45 | 83-9 
14 , } vi 0 7 7:86 | 40 | 67:9 
ns 21 8 2} 0 6 5-42 43 63°4 
ce 28 3 2} 0 611°68 | 40 | 81°5 
AUGUST { s 2 zt 0 5 4:95 | 40 70°9 
9 ll < 4 re | 0 5 19 40 | 65-1 
1s » 2 0 6 1-08 | 45 69°1 
iia 25 2 ; 14 O 7 1°64 15 | 75-4 
SEPTEMBER 1 , 4 z 8 2} 0 7 1°95 45 | 66-6 
- S ie 2 2} 0 6 7:34 45 72:2 
ree 15 2 2} 0 5 11°30 45 62°4 
All figures given above are the rates ruling on Friday of each week. 
Table V FOREIGN BE} 
Ad 
DAILY AVE 
8 
NEW YORK MONTREAI PARIS BRUSSELS MILAN ZURICH MADRID 
$to£L $ tok Fr. to £ Belga to £ Lire to£ Fr. to € P’tas to # 
1 ss 
PAR OF EXCHANGI 804 Pie | agai | 75°00 2°40 ag°a2is as°22is 
1930 
JANUARY 4-8697 4°¢ 123-91 34-947 93-05 25-162 37 O17 
APRIL 4°8635 4 124-11 34°842 92-777 25-095 35 °946 
JULY 4°8656 4° 123-67 34-810 92-879 25-044 42-203 
OCTOBER 4-8591 4° 123-85 34°345 92-804 25-020 47-141 
1931 | 
JANUARY 4°8551 4-8645 123-81 34-815 92-739 25-076 46-640 
APRII $°8599 4°38621 124-28 34-950 92-815 25-235 47-015 
JULY 4°8566 4°8729 123-82 34-518 92-865 24-994 52-018 
OCTOBER 3°8887 4°3700 | 98°66 | 27-794 75°352 19-823 43-366 
1932 | 
JANUARY 3°4303 4:0377 | 87°11 24-689 18°017 17-582 40-809 
APRII 3°7520 $-1716 | 95°12 26°778 72-3840 19-299 48°783 
JULY 3°5522 4-O757 90-60 25-608 69-567 18 44-041 
OCTOBER 3-3990 3°7233 46°58 24°460 66°374 17-606 41-517 
NOVEMBER 3-2774 3°7475 83°59 23-620 64-048 17-018 40-089 
DECEMBER 3°2763 3°7833 | 83°95 23°6538 64-069 17-040 40-180 
} 
1933 ‘ 
JANUARY ‘ 3°3599 3°8367 R6°O7 24-228 65-642 17-416 41-072 | 
FEBRUARY ‘ ‘ 3°4215 4-0997 87 -26 24°492 66 -908 17-664 41-488 | 
MARCH 3°4343 4°1199 87°41 24-605 67-157 17-770 40-819 
APRIL 3°5851 4°2188 87-25 24-600 66°705 17°770 40°347 | | 
MAY 3°9379 $-4870 | 85°57 | 24-189 64-660 17-439 39°377 
JUNE 4°1412 4-598 86°07 | 24-267 64-799 17-564 89°865 | 
JULY - - st 4°6438 4°9050 85°24 23-903 63-124 17-267 39-921 | 
AUGUST és a 4°5040 4°7717 83°85 23-527 62-399 16-989 39-306 | 


1 The old parity of 25-2215 was ? 

2 ‘The old varity of 25-2215 was — 
3 Berne until November, 1929. 

« Average Oct. 1 to Oct. 6, Banks 
& Quoted 19th—30th only. 
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NEW YORK 
Market 
Diseount Call Money 
Rate 
Per cent. Per cent 
2 * 24 
3 is 
2 24 
= z2 
2a 2 
1 i l 
Ms l 
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i x 
i 8 
x 
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fi 
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t In2 
BERLIN PRAGUE 
Rmk. to £ Kronen to £ 
20°4 104°25 
20-387 164°56 
20°375 164°17 
20°383 164-06 
20-412 163-78 
20-419 163-91 
20-409 164-06 
20-967 164-01 
16-702 130-68 
14-484 115°75 
15-788 126-40 
14°959 119-97 
14-291 114-68 
13°786 110-56 
13-758 110°53 
113° 
115 
115 
115-24 
112-938 
113-69 
112-61 
733 110°74 
1928, 
22, 1927. 
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Bank Rate Discount 
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2 

3 

> 


“03 


*60 (5) 


“24 
41°54 
“90 
*96 
“O4 
“82 
“95 
*58 





Table VI BRITISH TRADE A) 


COAL PIG-IRON (1) STEEL (1) 
Product saiee Number of Production Production 
Coke k irnaces in ’ 
Blast 
Millions of Millions of at end of Thousands of Thousands of 
Tons Tons month Tons Tons 
1930 
JANUARY ea 7 og = ia 92-8 5-9 159 650 771 
APRIL - ot ‘ a ad 19-7 4-6 151 620 696 
JULY ; . os oe “a 18-7 1-9 105 486 621 
OCTOBER ie ed - ; ‘ 21-0 5-1 96 415 512 
1931 
JANUARY ‘ ‘ ae ie ee 19-2 3-6 83 337 402 
APRIL ee i ‘a sh 18-6 3-6 78 323 397 
JULY ax ; it a 17:1 3-7 70 317 429 
OCTOBER 19-7 4-3 66 254 457 
1932 
JANUARY 18-7 76 330 430 
APRIL Is-4 69 317 433 
JULY .. es a ‘ ara , 15-0 56 293 432 
OCTOBER ‘ ‘a én wa 17°5 59 276 439 
NOVEMBER 18°3 59 268 474 
DECEMBER 18-9 60 285 430 
1933 
JANUARY 18-8 62 287 444 
FEBRUARY 17:8 63 271 483 
MARCH . wi Ka ; 19°5 70 332 578 
APRIL in - "- ‘ 4 15-4 69 325 510 
MAY ° . ‘ we : 17-4 72 40 600 
JUNE.. 15-3 72 346 569 
JULY 15-1 73 344 568 
AUGUST 15-4 73 363 551 





(1) Returns issued by 


Table VI BRITISH TRADE AND INDUSTRY—cont. 








AS TRADE BANK CLEARINGS UNEMPLOYMENT 
4 Index of 
9 Percent Numbers Produc 
I Ex s Re-export I ) Prov a Tota Comper age 0 on Live tion 
, poe: lngured Register (Quarterly 
t £ £ t t £ t 00's 1924 = 100 
§ I r 8 millions millions millions millions ployed omitted 
1930 
JANUARY ..| 101-9 58°3 8-2 10-4 5-0 15-4 19-5 12-6 1,481 109-6 JAN! 
APRIL 83-9 416-9 7°8 10-4 4-7 15°1 20-3 14°6 1,678 100-9 APR 
JULY R5-2 50-7 6°7 10-0 4-3 14°3 19-9 16:7 1,964 90-7 JUL’ 
OCTOBER 90°9 46-9 732 9-6 4-0 13°5 19-9 18-7 2,200 92-7 OcT 
1931 r JANI 
JANUARY 75°6 37-6 6-0 9-9 4-2 14-2 22°] 21°5 85:1 APRI 
APRIL 70-0 2-5 6-6 9°5 3-9 13-4 21-1 20°9 80-6 JUL 
JULY 70-1 34°3 4-9 a. 4°0 13°1 21°3 22°6 81:1 OTK 
OCTOBER 80°7 32°8 5°3 9-0 4-1 13°1 20-9 21-9 90°5 








1932 JAN 
JANUARY . 62-3 31-1 2 9-6 4-2 13°8 21-7 “4 91°3 ot 
APRIL 53°5 34-8 1-6 0 1-0 13-0 21-1 *4 83°2 JULY 
JULY 51-9 29-3 3 4-8 $5 13°3 22-6 9 77°38 OcTo 
OCTOBER 60-8 30-4 37 8:7 4-1 12-8 21-4 i) Novi 
NOVEMBER 61-6 31-1 +1 86 3:9 12-5 20°6 2 } 97-9 DEC! 
DECEMBER 60°6 32°4 $-1 9-0 4-1 13-1 21-5 7 a ' 

1933 JANU 
JANUARY 54:1 29-2 4-2 9-5 4-2 13 22 23-1 FEBR 
FEBRUARY. 19-1 27-9 1-5 8-9 4-2 13 22-0 22-8 88-0 MARC 
MARCH 56°3 6 1-0 8°5 1-0 12°5 21-3 22-0 APRI 
APRIL , 51-2 4 3°5 9-3 4-0 13°3 22-7 21-4 May 
MAY 57°3 30-8 3-8 9-0 4-0 13-0 21-8 20°5 88-1 JUNE 
JUNE ; 53-8 28°5 5-3 8-7 3-9 12°6 20-6 19°5 y JULY 
JULY 3 °7 29-8 4°3 9-4 4°3 13°7 22-3 19-6 2,442 Avat 
({UGUST 6°38 31-0 1-3 8-5 3°8 12-3 20-0 19-2 2,411 

1 

1 Daily averages. 2 ** Country ”’ clearings at London Clearing House. 3 Total clearings (London comp 

*Country”’ and Provincial) adjusted for comparative purposes, by application of Board of Trade index 2 
number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns since December, 1931, 


figures published monthly, & Reprinted by courtesy of the London and Cambridge Economic Service. 
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COTTON 














STATISTICAL TABLES — 


WOOL 








65 


. Exports of Exports of Exports of Exports of Exports of 
Imports Exports Imports Exports Yarns Piece Goods Tops | Wool and Wool and 
| Worsted Worsted 
Yarns Tissues 
Thousands | Thousands £ t Millions of | Millions of Millions Millions Millions of 
of of Tons of Tons thousands thousands Lbs | Sq. Yds. of Lbs. of Lbs, Sq. Yds. 
| 
310 352 1,514 $456 13°2 | 313°2 2°7 3:7 14-1 
23 268 1,699 3,861 11-5 | 217°0 2-4 3-0 7-0 
199 303 1,415 4,440 11-0 197-4 2°7 3°2 10-1 
264 264 1,499 4,128 eg 150°3 3-1 3°6 8-7 
167 1,181 3,280 11°3 155°6 2°4 2°4 10-4 
188 1,216 2,543 10°38 135-2 2°8 2°4 5-0 
168 1,227 2,693 11°3 177-3 2°5 | 3°5 6-6 
159 1,698 2,792 2°38 143-1 2°6 4-0 6°7 
| 
} 
170 167 16-4 179-9 3:4 3:4 8-5 
145 180) 13-9 199°3 3°6 | 2-9 6°3 
119 158 9°5 198°3 2°4 3°7 7°6 
163 160 10-9 138-4 4°7 3:4 5-9 
8 170 9-9 159-2 4-1 3:1 5°5 
73 164 11-7 195°8 $°6 3°5 7:4 
69 149 10-6 197°3 3°3 2°8 S-4 
78 136 11-9 194°6 4-2 3-0 8-5 
97 155 2°38 209-9 4°3 3:1 7-9 
77 133 12-4 171°2 3-0 2°38 5°5 
85 179 ¢ 10-9 168-7 3°6 3°2 6-1 
69 154 672 2,215 10°6 141°6 3°8 3°2 6°6 
63 156 599 2 240 10:4 154°7 4°3 | 4°3 8-9 
a) li 763 2,140 11-0 149-0 3°7 4-6 10°5 
; the National Federation of Iron and Steel Manufacturers, 
. mrr . 
Table VII COMMODITY PRICES 
UNITED KINGDOM S.A GERMANY FRANCE ITALY 
i Wh . . I Wholesale; Cost of | Wholesale; Cost of 
t ; st of art Statis Living Living 
Liv we if tis 8 t que Statis 
Boa t M r . Reichs iénéra tig 
Tra f La r ar Générale) 
* 13/14 July (Jan.-July 
wo [= i= mr 913 100 | 1914 100) 1018 w) 1014 = 100 
(b) (db) 
1930 
6 JANUARY . | 181-0 118°5 164 133°8 132°3 151°6 576 565 453 - 
¢ APRIL 123-7 112-3 155 129-9 126-7 147-4 O45 o72 429 | 
7 JULY... 119-2 106-8 157 120-3 125-1 149-3 D038 v2 402 
7 OCTOBER 113-0 19°6 157 118-3 120-2 145°4 552 597 387 
\ | 
19 1 (a) 
JANUARY 106-9 91-3 152 112°8 115-2 140-4 576 590 362 | 
l APRIL 105°7 90-0 147 107-2 113°7 137-2 548 589 33 |; — 
S4 JULY .. 102-2 86-0 145 103-2 111-7 137-4 000 565 337 | 
1 OCTOBER 104-4 90-1 146 100-7 107-1 133-1 457 O31 330 | 473 
bd | 
1932 
. JANUARY 105°8 90-0 147 96°4 100-0 124-5 439 534 326 470 
4 APRIL 102-4 86°3 143 93°8 93-4 121°7 139 535 319 474 
Z OLY... 97-7 82°7 141 92-4 95-9 | 121°5 430 o17 300 456 
‘ ICTOBER 101°1 85°3 143 92-3 94°3 | 119-0 412 |) 304 465 
NOVEMBER 101-1 85°7 143 91-5 93-9 118°8 413 > 516 302 468 
2 DECEMBER 101-0 84-1 142 89-7 92-4 118-4 413 299 | 463 
| 
1933 } 
JANUARY 100-3 84-2 141 87:4 91-0 117-4 411 ) 296 | 461 
FEBRUARY 98-9 82-7 139 85:7 91-2 116-9 404 > 523 293 | 458 
‘0 MARCH ; 97-6 82-3 137 86-2 91-1 116-6 390 J 287 | 4651 
APRIL aS 97-2 84°5 136 86-5 90-7 116°6 387 282 444 
a 99-2 87°5 136 89°8 91-9 118-2 383 > 516 282 447 
1 JUNE... 101-7 89-5 138 93-1 92-9 118-8 403 J 285 447 
JULY... 102°3 89°9 139 98:7 93-9 118°7 401 233 | 
AUGUST 102-5 89°7 141 94-2 118°4 397 
1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
don comparison, 
dex 2 Gold index. (a) Revised index. (b) New index. 
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Books 


THE ORGANIZATION AND MANAGEMENT OF A BRANCH 
Bank. By FRANcis JAMES LEwcock. (London, 
1933: Sirlsaac Pitman & Sons. Price 5s. net.) 
WHEN a little while ago one of the “ Big Five” 
showed remarkable progress, the explanation given by 
those who ought to know was that its head office had been 
particularly clever or lucky in selecting its branch 
managers. The importance of a good knowledge of 
branch banking cannot be sufficiently estimated. It is 
a popular fallacy that branch managers are mere senior 
clerks carrying out instructions from the head office. 
Admittedly, the principles of their work are laid down 
from the head office, but within that framework they 
have a wide scope for doing good work. The knowledge 
of the nature of the functions of branches is essential 
both for students of banking and members of the banking 
profession; and they could hardly do better than read 
Mr. Lewcock’s book on the subject. It deals in detail 
with the relations between branch and head office, and 
with the function of branch employees from the manager 
downward. Although the subject is highly specialized, 
the language is not too technical. 


GLYN, Mitts & Co.: THE HISTORY OF THE HOUSE OF 
GLYN, Mitts & Co. Published by the Bank. 

HAVING completed the construction of new head 
offices in Lombard Street, the bank has celebrated the 
occasion by the publication of a volume containing the 
history of the banking firms it absorbed. It gives 
short biographies and pictures of the leading partners 
in the firms, as well as some interesting details of their 
early history. It is interesting to learn, for instance, 
that in the ledgers of Child & Co. we find among the 
celebrities who banked with the firm Oliver Cromwell, 
Nell Gwyn, the Duke of Marlborough, Dryden, King 
Wiliam III, etc. The concluding part of the book 
describes the various offices of the bank. 


~ 


Banks of the Month 
By Professor C. H. Reilly 


T was only a few vears ago, so it seems to me, 

certainly not more than six, that the Editor of 

THE BANKER told me that the five great banks 
between them were opening new branches at the rate 
of one a day for every day of the year and that most of 
these were in new buildings designed for the purpose. 
Apparently to-day it is a very different state of affairswhich 
exists. New bank buildings designed and built as such are 
comparativel) rare. If the Editor can obtain photo- 
graphs of a dozen for this monthly article of mine from 
which I can select those most interesting architecturally, 
he and I can consider ourselves fortunate. Of course, 
it may be that by now, with one or two of the great 
banks having more than a thousand branches, saturation 
point for large districts has been reached or is about to 
be. On the other hand, fortunately for architects, it is 
to be remembered that even with a_non-increasing 
population for the country as a whole there will be, 
nevertheless, for a long time new urban districts and 
even new towns growing up. London and Paris both 
continue to grow at an alarming pace at the expense of 
their respective countries. New bank buildings, as well 
as every other kind of new building, will continue to be 
required therefore as long as the population moves from 
one area to another. It is, of course, conceivable that, 
with a more highly organized state, these movements 
within a country will grow less even if they never cease 
altogether. The electricity grid may in time give ample 
electricity at approximately the same price everywhere. 
Transport conditions, with continual development of the 
internal combustion engine, show a similar tendency. 
A strongly centralized government, by its universal 
recognition of trades unions, as in America at the 
present moment, or by its virtual suppression of them, 
as in Germany and Italy, may make labour conditions 
for the unskilled equally homogenous, while the training 
in technical schools will no doubt tend to loosen any 
existing links between skill in certain crafts and certain 
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districts. When all this happens the bigger movements of 
population will no doubt grow less, but by then we 
may expect new types of structure to have arisen which, 
for commercial purposes at any rate, will have put the 
older ones out of date. Before the present depression 
in America the life of a modern steel-framed commercial 
building or apartment house was generally put at about 
twenty-five years, and that not because the structure 
ceased to be safe after that date, but because inventions 
had made it inefficient in comparison with more recent 
buildings. Looking at the four branch banks, however, 
which have been sent me this month, it would not seem 


freee sconeeeey —ceeveren”™” geeeeeer ceecegny Gagnnpean pert peony | 





THE SOUTHAMPTON BRANCH OF LLOYDS BANK 


that such processes of invention were at all strongly at 
work in this country. Except for the little changes of 
detail dictated by architectural fashion they all might 
have been erected at any time during the present 
century, and one, at least, so fond are we of renewals, 
at any time during the last two hundred vears. 

Let us begin with this Southampton branch of Lloyds, 
by Mr. Horace Field, an architect who specializes, very 
charmingly one must admit, in_ eighteenth-century 
forms. Krom the inscription upon the facade the 
building shown in the photograph appears to have been 
enlarged and renovated in 1928. What has been done 
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more recently is not clear, but the facade, from its 
veneral proportions, suggests an eighteenth-century 
structure behind adapted to its present purpose. One 
would hardly build to-day an entirely new bank building 
in which the ground floor or bank storey proper was not 
higher than the upper storeys for office and domestic 
use. Here all three storeys are much the same height, 
suggesting, with a possible attic of servants’ bedrooms 
hidden behind the lofty balustrade, a terrace of small 
houses. If one is right in this supposition, Mr. Horace 
field's main problem was how to give the necessary 
unity to such a row so that they became welded into a 
dignified whole. I think it will be agreed that he has solved 
this problem extraordinarily well. The result seems to 
have been brought about, not only by the clever way 
in which the central door has been emphasized, in 
spite of the fact that the bay of the building in which it 
occurs is no wider than any other, but also by the way 
the architect has suppressed elsewhere any detail which 
might conflict with it. It will be seen, for instance, 
that his pilasters, dividing the building into its original 
bays and giving the vertical emphasis his design calls 
for, nevertheless have not the usual pilaster capitals, 
although they possess slight individual bases. At the 
top they just fade into the frieze, which in itself is as 
plain as possible. I:verything, indeed, has been done to 
focus the eye on the composition of the circular window 
above the main door, the balcony above that and the 
door cornice with its carving, and nothing elsewhere 
has been allowed to compete with this. The result, given 
this architect’s well-known good taste, evident every- 
where, both in what is left out as well as what is put in, 
is a building, if of the eighteenth century in its general 
proportions and composition, sufficiently unified and 
modern in its general appearance to make it a very 
satisfactory one for the main street of a big provincial 
town. 

The Coventry branch also, for Lloyds, by Messrs. 
Buckland and Haywood, the well-known Birmingham 
architects, is more modern and emphatic in the feeling 
of its architecture. One can be quite sure this exterior 
does not clothe any eighteenth-century structure. Here 
is obviously a big ground-floor banking hall, indicated 
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not only by the lofty ground-floor windows, but by the 
bie circular-headed entrance at the end of the block. 
Indeed, the whole building, whether the bank uses the 





PHk COVENTRY BRANCHE OF LLOYDS BANIX 


whole or not, looks like some great mausoleum or temple, 
with, perhaps, a caretaker living in the rooms above the 
cornice. Given the desire on the part of the bank for 
a building to impress the man in the street, such character 
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is not to be despised. It is a very usual way with banks, 
specially in America, of obtaining dramatic effect. 
Here it is done with considerable novelty of detail. This 





Lichit / Buckland & Havyi 


PHE COVENTRY BRANCH, DETAIL OF FLANK FACADI 
building is not at all the correct Ionic Temple of 


Mr. Sinclair Lewis: “‘ Main Street ” cribbed straightway 
from the books. Instead it is full of invention and 
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interest. One need only call attention to the fluted 
pilasters, with their novel canted sides, and to the 
carved ornament above the doorhead under the great 





THE COVENTRY BRANCH, DETAI OF ARCHED ENTRANCI 


circular arch, for this to be realized. Once an architect, 
however, taking the main classical proportions, sets out 
to design new detail to go with them, and to the extent 


ap 
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even of altering the shapes of such fundamental things 
as columns and _ pilasters, he embarks on a difficult 
ocean, full of hidden rocks and other dangers. I will not 
say these architects have escaped them all, but I will 
certainly say they have shown courage. 

The architect of the Lloyds branch at Littleham, 
near Exmouth, Mr. Elgar, of Salisbury, has been less 
adventurous, and wisely so in a small country place, once 
he had decided to follow precedent. His precedent is the 





BRANCH AT LITTLEHAM, NEAR ENMOUTH, LLOYDS BANK 


eighteenth-century inn in the High Street of a country 
town, with the innkeeper’s room projecting above the 
door to watch for the coming coaches. It was a charming 
thing to revive. The bank manager can equally well sit 
in it and watch after closing time his customers’ manners 
as they walk up and down the street, though it must be 
admitted there is less reason for this projecting bay window 
when the building is isolated, with windows at either end 
and not ina row. One wishes, however, the architect had 
shown eighteenth-century care in keeping his actual 
windows to one scale. The small casements of the upper 
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floor do not really belong to the same type of building as 
the large sash windows of the ground floor, nor, indeed, 
do the upper sashes of the latter with their division bars 
to the lower ones without any. 

We now turn to a branch of Williams Deacon’s bank. 
Cne would not want a small branch bank to be exciting 
except in quality. This, however, isthe case with the branch 
at Shaw, by Mr. John Cubbon and the late Mr. J. T. 
Halliday, of Manchester—an excellent architect. Coming 


BRANCH AT SHAW, WILLIAMS DEACON’'S BANK 


from Manchester these two men, no doubt, were con- 
versant with the fine Victorian building in that city 
William Deacon's Bank has as its headquarters. I think 
in this branch they must have tried to pay a tribute to 
it. The detail of the stone rustications, so facetted, 
sharp and clean cut, is very like that used in Walters’ 
distinguished building. The arched windows so treated 
ceive great dignity to this little building. 








